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Preface 


The present Survey is the twenty-seventh in a series of reports prepared by the secretariat of the 
Economic Commission for Europe to serve the needs of the Commission and to help in reporting on world 


economic conditions—a task which the Economic and Social Council of the United Nations has entrusted to 
the Department of Economic and Social Affairs. 


This Survey is published on the responsibility of the secretariat, and the views expressed in it should 
not be attributed to the Commission or to its participating governments. 
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EXPLANATORY NOTES 


The following symbols have been used throughout this SURVEY: 


not available or not pertinent; 


| 


nil or negligible; 


estimate by the secretariat of the Economic Commission for Europe. 


| 


In referring to combinations of years, the use of an oblique stroke—e.g. 1969/70 
signifies a twelve-month period (say from 1 July 1969 to 30 June 1970). The use of a 
hyphen—e.g. 1968-1970—normally signifies either an average of, or a total for, the full 
period of calendar years covered (including the end-years indicated). 


Unless the contrary is stated, the standard unit of weight used throughout is the metric 
ton. The definition “БИНоп”” used throughout is one thousand million. Minor discrep- 
ancies in totals and percentages are due to rounding. 


References in tables or charts to the OECD (Organisation for Economic Co-operation 
and Development) refer to the west European members of that organization. 
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INTRODUCTION 


In 1973, economic growth both in eastern and in western 
Europe was significantly faster than in the two preceding 
years. Trade between east and west also increased at 
a fast rate. However, following the exceptionally rapid 
expansion in the early months of 1973 there was a fairly 
widespread tendency for growth in western Europe to 
slow down in the second half of the year, partly because 
of bottlenecks and capacity limitations in some sectors 
but partly as a consequence of policy measures, the main 
aim of which was to moderate the rate of inflation. Thus 
even before the recent sharp increase in oil prices the 
prospects were for a marked slow-down in western 
Europe’s growth in the current year: from almost 6 per 
cent in 1973 to some 414 per cent in 1974. The addition 
of the demand reducing impact of the rise in oil prices 
could push the growth rate a good deal further down. 


At present there is considerable uncertainty concerning 
the future level of oil prices. This uncertainty is itself 
also likely to have a dampening effect on demand, at 
least in the short run, through its impact on investment 
intentions and consumers’ confidence. Short-term fore- 
casts are more than usually uncertain but it would seem 
likely that on average growth will tend to be below capacity 
utilization in several countries in 1974. The slow-down may 
differ considerably between sectors: the threatened short- 
age of oil has already had a significant impact on the 
automobile industry. At the same time, capacity limi- 
tations and supply bottlenecks could continue in other 
sectors. There is also a fair chance that in some countries 
the economic activity, sustained by an expansion in capi- 
tal goods industries, will pick up in the second half of 
the year. The policy approach required in such a situation 
would need to be rather selective. Taking a wait-and- 
see attitude with regard to the need for reflationary 
actions, most west European governments seem to have 
concentrated on the two more immediately apparent 
problems of inflation and balance of payments. 

To a considerable extent inflation since the latter part 
of 1972 has been related to sharply rising prices of commo- 
dities traded internationally. In particular, the excep- 
tional increases in prices of foodstuffs have had a large 
and direct impact on consumer prices. Although grain 
stocks are at present at very low levels, the prospects are 
for some easing of the pressure on agricultural prices later 
in the year. The slow-down in world industrial pro- 
duction might also be expected to induce a slow-down, 
and in some cases a decline, in prices of industrial raw 
materials. 

Lagged effects of commodity prices and a wage push 
will continue to increase consumer prices in western 
Europe in 1974 at a rate that nevertheless was foreseen 


to be lower than in 1973. The increase in oil prices is 
now likely to add a couple of percentage points on average 
to consumer prices. The rise might therefore be larger 
than in 1973, at around or above 10 per cent for most 
countries. In marked contrast to developments in western 
Europe, the east European countries have maintained 
stable retail prices, although this has entailed the in- 
creased use of subsidies. In view of the recent rise in 
the international price of oil, all countries in the EEC 
region will now have to consider the implications of 
changes in relative prices, e.g. with regard to investment 
policies and savings in the energy sector. 

The increase in oil import bills will result in а 4е!е- 
rioration in the trade balances of most countries, both 
in eastern and western Europe. But because of the dif- 
fering importance of oil in their trade balances, as well 
as the differing scope for import savings, the extent of 
these deteriorations is likely to vary significantly. (By 
contrast, the United States should be relatively unaf- 
fected while the Soviet Union will derive a considerable 
benefit.) For the CMEA countries as a whole, the change 
will not be very large and machinery for pooling of re- 
sources is already available. For western Europe, there 
is a need for financial co-operation and assistance to 
those countries which are hardest hit. At the same time 
the already precarious position of some of the developing 
countries of the world could become untenable. The 
need to establish international machinery for a multi- 
lateral re-cycling of funds to offset the increased cost of 
oil is therefore a matter of considerable urgency. Until 
such machinery has been established international trade 
and the international monetary system will become in- 
creasingly vulnerable and unstable. 

Greater stability in international financial relationships 
would also have a healthy influence on price development. 
The inflation of recent years may have had something 
to do with the fact that at the same time the international 
monetary system has lost its anchorage of fixed exchange 
rates. There is no longer a ‘discipline’ with regard to 
export pricing exerted by countries with a high rate of 
increase of productivity as other countries have been able 
to remain competitive by devaluing. However, exchange 
rates have probably in the process been brought closer to 
“fundamental equilibrium”. The needs for further re- 
alignment have thus been reduced. This would also have 
removed one important factor behind excessive commo- 
dity price movements, namely speculation and hedging 
against changes in par values of various currencies. 
There is anyway an increased awareness that depreciation 
is not an easy way of overcoming balance-of-payments 


2 Introduction 


difficulties. The effects are lagged and in the short run 
may be perverse. 

Because of the simultaneous deterioration of the trade 
balances in west European countries, actions to remedy 
the situation need to be co-ordinated at an international 
level. The possibility of a serious recession in western 
Europe in 1974 will be much greater if countries which 
are relatively well placed to cope with the increased import 
costs of oil adopt policies to maintain their trade balances. 
This might make the situation extremely difficult for 
other countries which are less well placed with regard 
to their external balance and at the same time are faced 
with serious threats of increasing unemployment. There 
must be a broad international agreement on the targets 
for national trade balances and on financial assistance. 
Only then can each country have a platform on which to 
base its own priorities and arrange its domestic policies. 


While a slow-down in growth and increases in unem- 
ployment have become serious issues in western Europe 
in 1974, there is in the eastern countries of the ECE region 
a tendency for labour to become scarce. Emphasis is 
therefore put on increasing labour productivity in order 
to sustain future rates of growth although — as in other 
industrialized countries — it is recognized that maximum 
growth is not an overriding target but has to be evaluated 
with care. Increased attention is given to growth pro- 
portions, to the speeding up of completion of investments 
and the modernization of existing capital. There is a 
resultant strain on resources which 15$ in apparent contrast 
to the present tendency in western countries of the ECE 
region to under-utilization of resources. There would 
thus seem to be both scope and motivation for an in- 
crease of exports from western to eastern countries. Such 
a development would also be in the interest of two-way 
increases in trade between the regions in the medium- 
and long-term perspective. In this perspective the changes 
in relative prices which have taken place and probably 


are going to take place, will play an important role. They 
will accentuate the difference between countries which 
are better and worse off respectively with regard to the 
endowment of natural resources. In some countries it 
has also become gradually more difficult to expand energy 
production and heavy industry without intolerable im- 
pacts on the environment. Generally speaking, this would 
provide an inducement to an acceleration of investment 
activities in the eastern countries of Europe, particularly 
the Soviet Union, to which western countries could con- 
tribute not only with increased exports but also in the 
form of industrial co-operation. This would create a 
basis for a future expansion of trade in both directions. 


East-west trade is presently, to some extent, restricted 
by the need for credit facilities to bridge increases in the 
import surplus of the CMEA countries. A rapid devel- 
opment of trade between the two regions would require 
an extension of credit availabilities that could be promoted 
by international financial intermediation. This could be 
seen as a part of the new patterns of financial flows which 
are emerging and will in all probability continue for quite 
some time. Guided by international co-operation these 
flows could be channelled also into new investment pat- 
terns which are adjusted to foreseeable changes in relative 
prices and in future need structures. 


From a global point of view, it is most important that 
the new incentives for re-orientation of real and financial 
resources will not hamper the development efforts of 
non-oil-producing developing countries. Foreign aid 
should not slow down because industrialized countries 
encounter balance-of-payments difficulties, nor should 
improvements in their terms of trade be welcomed as 
a contribution to the solution of these difficulties. There 
are new investment opportunities and incentives for 
shifts of resources, but certainly there are also oppor- 
tunities for taking steps towards decreasing disparities 
of living standards between the countries of the world. 


CHAPTER 1 


RECENT ECONOMIC DEVELOPMENTS IN WESTERN EUROPE 


A: 
(i) Output, demand, employment 


In 1973—the second year of a cyclical upswing—gross 
national product rose by about 5.6 per cent for the 
thirteen west European countries taken together (listed in 
table 1.1), as against an increase of 3.8 per cent in 1972; 
manufacturing production rose by about 8 per cent. As 
was to be expected in a boom year, the growth elasticity 
of manufacturing output to GNP was substantially above 
the average long-term elasticity (1.45 in 1973 as against 
1.20 in the 1960s and 1.1 in 1972). GNP and industrial 
production rose faster in North America than in western 
Europe for the second consecutive year. 


In western Europe the period of rapid growth was con- 
centrated in the last quarter of 1972 and in the first 
quarter of 1973. Subsequently there was a marked 
deceleration in most countries; the hesitant upswing of 
1972/73 had apparently already lost a considerable part 
of its vigour by mid-October, that is before the outbreak 
of the Middle-East war and the ensuing developments 
in the oil situation. The new energy situation did not 
significantly affect output until the end of November. In 
December, the first effects were felt in the output of 
specific branches (motor-cars, certain plastic products, 
etc.) but, on the whole, the output profile of 1973 was 
hardly touched by the oil “crisis”. In this section the 
main features of 1973 as a whole will be examined first 
by country ‘and sectors of demand, and then by outlining 
the main developments during 1973. 


In 1973, gross national product expanded by about 7.5 
per cent in Ireland and by about 6 to 7 per cent in Belgium, 
France, Italy and the United Kingdom. Only in Sweden 
did the gross national output expand at a rate around 3 
per cent (table 1.1).1 The growth rate of industrial pro- 
duction (as measured by the short-term index) ranged 
from 10 per cent in Ireland to 414 per cent in Norway; it 
was higher than GNP growth in all countries and the 
growth elasticity was exceptionally high (nearly 3) in 
Sweden where a weak domestic demand was associated 
with rapidly rising exports.’ 


1 For most countries, the growth rates of 1973 are above the 
long-term trends both for gross national product and (especially) 
for industrial production, The difference is particularly striking 
for the United Kingdom and Ireland. By contrast the growth 
rate for 1973 was well below the long-term trend for Sweden (but 
not for industrial production). 

2 Industrial (or manufacturing) production is measured by the 
relative index numbers which in many countries show only minor 
differences from national accounts data (generally speaking, less 
than one-half percentage point per year). Austria and Finland 
showed, however, sizeable differences in 1973 (table 1.5). 


DEVELOPMENTS IN 1973 


The acceleration in output growth between 1972 and 
1973 was shared by half a dozen countries but it was 
particularly striking for the Federal Republic of Germany, 
Italy, the United Kingdom and Ireland, that is, the four 
countries with a particularly low rate of growth in 1972. 
The Federal Republic of Germany, the United Kingdom 
and Italy taken together account for nearly 80 per cent of 
west European acceleration in output and are therefore 
largely responsible for the magnitude of the cyclical 
acceleration in output which took place between 1972 
and 1973. In a second group of countries (Belgium, 
Denmark, France and the Netherlands) output continued 
to expand at a high rate in 1973 for the second consec- 
utive year. Finally in Austria, Finland, Norway and 
Switzerland there was some deceleration in 1973 in com- 
parison with 1972, while in Sweden GNP continued to 
expand at a relatively low rate. 


COUNTRY ILLUSTRATIONS 


The factors behind the rapid acceleration of output in 
the Federal Republic of Germany, Ireland, Italy and the 
United Kingdom are not the same in each country. In the 
Federal Republic of Germany the driving force was exports 
which rose by about 16 per cent in spite of the DM 
revaluation. By contrast, private consumption rose less 
in 1973 than in 1972 and (more surprisingly) gross fixed 
capital formation hardly rose more. The continued 
deceleration of private consumption was due to a steep 
rise in prices on the one hand and to a restrictive fiscal policy 
which curtailed the growth of disposable household in- 
come on the other. Enterprise investment continued 
virtually to stagnate and public investment declined. 
Restrictive policies played a prominent role in checking 
the growth of domestic demand. 

In the other three countries, policies were, on the whole, 
expansionary and domestic demand played a much more 
important role than in the Federal Republic of Germany 
in supporting output growth, though in various degrees 
in each country. In the United Kingdom, as in the Federal 
Republic, there was a sharp acceleration in export growth 
between 1972 and 1973 but, in contrast with the Federal 
Republic, domestic demand also rose sharply. Consumer 
expenditure was inflated in the first quarter of the year by 
pre-VAT purchases but there has been little growth since 
then and, for the year as a whole, the expansion rate was 
lower than in 1972. There was instead, a strong accel- 
eration of investments in machinery and equipment, 
while investments in new-residential construction de- 
clined. 
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Developments in 1973 


ewes eee Developments in 1973 м 


In Italy the output revival occurred after a long period 
of slow growth and was stronger than generally expected. 
It was supported, as in the United Kingdom, by an easy 
monetary policy and by a floating currency. In contrast 
with both the United Kingdom and the Federal Republic 
of Germany (and also with Italy’s past experience), ex- 
ports rose only moderately and domestic demand grew 
much faster than GNP, though the brisk export expansion 
of 1972 probably also played a role in the more recent 
general economic upswing. Private consumption as well 
as the major categories of investment contributed to the 
over-all expansion of output. In Jreland all the major 
sectors of final demand expanded vigorously in 1973 but 
the acceleration of the growth rate was particularly 
strong for fixed capital formation. The growth of output 
was also stimulated by booming exports both for agri- 
cultural and industrial products. Fiscal and monetary 
policies were, on the whole, expansionary in 1973 and 
public investment probably rose by more than 10 per 
cent. Monetary policy, however, became gradually more 
restrictive in the course of the year. 


In a second group of three small west European coun- 
tries (Belgium, Denmark, and the Netherlands) and 
France the growth rates of 1972 were already around, or 
higher than, the long-term trends, and in 1973, these 
rates of 1972 were maintained or surpassed. In contrast 
with the previous group, the “‘recession”’ in these coun- 
tries lasted no more than one year (1971) and in some 
(France, for example) it was quite mild. 


In 1973, there was some further acceleration in Belgium, 
France and the Netherlands while in Denmark the growth 
rate of output remained virtually the same as in 1972. In 
France and Belgium the output acceleration in 1973 was 
due to fixed investment and exports, private consumption 
expanding no faster than in 1972. Economic policy 
gradually took a more restrictive turn during 1973 in 
Belgium and, to a less extent, in France. In particular, 
public investment was reduced in the former country 
while it rose considerably in the latter. In both countries, 
a more restrictive policy line was mainly dictated by 
inflationary forces rather than by balance-of-payment 
considerations. 


A common feature in Denmark and the Netherlands 
was the dramatic increase of imports, which rose by 16-17 
per cent in Denmark and by about 11 per cent in the 
Netherlands. In 1972, import growth had been below 5 
per cent in both countries. The rapid growth of imports 
was associated with an equally rapid expansion of do- 
mestic demand which grew considerably faster in 1973 
than in 1972. 


In Denmark, both private consumption and gross fixed 
capital formation rose faster than in 1972, the acceleration 
being particularly sharp for enterprise investment. In 
particular, investment in agriculture increased by as much 
as 60 per cent in 1973, boosted largely by the country's 
membership of the Common Market. The large smport 
increase was due not only to the high degree of capacity 
utilization but also to the removal of import duties early 
in 1973. In the Netherlands, the most dynamic sectors of 
final demand were enterprise investment and exports. 
Policies became gradually more restrictive in the course 


of the year in both countries. The guilder was revalued 
by 5 per cent in September in order to reduce cost and 
price pressures. 


Austria, Finland, Norway and Switzerland are the 
only four countries to show a deceleration of output 
growth in 1973. In the first three countries, the de- 
celeration in output growth was associated with a de- 
celeration of exports while imports and domestic demand 
rose faster than in 1972. For Austria furthermore, account 
has to be taken of the buying spree in the last quarter of 
1972 which anticipated the impending fiscal changes and 
which inflated the over-all growth for that year. Austria 
was virtually by-passed by the 1971 “depression” and 
since 1969 has maintained a continuously high rate of 
growth, with fixed investment expanding at a particularly 
rapid pace. In 1973 the investment boom faded away 
and restrictive policies (adopted or reinforced in November 
1972) checked the growth of demand and led, inter alia, 
to an increase of stocks. In Finland too, output growth 
had been exceptionally fast in 1972 when it was sustained 
by foreign demand. In 1973 export growth decelerated 
considerably, mainly because of a shortage of raw material 
supplies to the forest industry. However, in 1973 there 
was an acceleration in the growth rate of enterprise in- 
vestment and an increase in stockbuilding. In Switzerland, 
by contrast, export growth accelerated in 1973 and the 
slowing down of output growth is essentially a con- 
sequence of the anti-inflation measures adopted at the 
end of 1972. Both fixed investment and private consump- 
tion rose less in 1973 than in 1972. A more stringent 
fiscal policy has curbed the growth of disposable house- 
hold income and slowed down the growth of private con- 
sumption. The slowing down, however, was more pro- 
nounced for investment than private consumption; within 
investment, it was particularly large for dwellings and 
public construction. 


Sweden’s economic development in 1973 differed from 
most other countries in that total output continued to 
expand only moderately and, furthermore, the growth of 
domestic demand was less than in 1972. As in the Federal 
Republic of Germany, the driving force came from exports 
which increased by 15 per cent in volume against about 
8 per cent for imports. Weak areas were private con- 
sumption, housing and investment in inventories. GNP 
increased by about 3 per cent in 1973 against 2.5 per cent 
in 1972 but industrial production rose by almost 8 per 
cent as against 2.5 per cent in 1972. Domestic demand, 
however, tended to strengthen during the second half of 
1973. The relatively low demand pressures appear to 
have contributed to a favourable balance of trade and 
possibly also to a relatively lower rate of price increase 
than in other countries. 


DEMAND SECTORS 


It appears from the foregoing country illustrations that 
the growth of enterprise investment was a key feature of 
economic development in western Europe in 1973. The 
increase occurred in all countries (except the Federal 
Republic of Germany) whether or not GNP growth 
accelerated. A sharp expansion of enterprise investment 


is of course a usual feature of the late phase of the up- 
swing of the business cycle. 


Available information for 1973 is shown in table 1.2. 
For seven of the nine countries shown there, enterprise 
investment rose more in 1973 than in 1972; and all indica- 
tions suggest that the increase was also larger in Denmark 
and Ireland (not shown in the table for lack of quanti- 
tative information). The increases in most countries in 
1973, however, are smaller than those which occurred in 
the same countries in previous cyclical upswings, espe- 
cially those of 1959/60 and 1969/70. In most countries 
they also remain below the increases during the more 
modest cyclical upswing of 1964/65. In the present cycle, 
the expansion of enterprise investment remained well 


TABLE 1.2, 


Public investment, enterprise investment, and output in manufacturing 
(Annual percentage change, in volume) 


ee a FS, 


Country Enterprise investment Manufact- 
and Public — uring 
year investment а То! Manufacturing output 

Belgium 
2. Paes, xe 5.8 1.8 —6.0 5.9 
то, we tas: 1 9 р 6.6 
Finland 
Оси. ©. 16.5 3.8 —4.5 ро 
URIBE 5 с —3.6 9.0 6.0 
France 
OTD om ey ce 6.1 6.5 ic 30) 
OWE cals once 9.9 8.0 = 9.2 
Germany, Federal 

Republic of 

IPS в с —6.0 0.4 3.0) 

ПО с —1.8 0.2 7.6 

Па? 
ПОР Бо —8.2 0.8 —0.3 с 4.2 
WBN 5 —4.9 13.4 ОТС 9 
Netherlands 
19) 2 ee —8.5 —4.6 —8.5 4 Spy 
ОВ —4.5 8.5 3.4%¢ 6,1 
Norway 
ие В 13.6 1.9f —7.1 3 
а hae 1.6 16.47 4.5 4.1 
Sweden 
MPR my obee 6.2 6.4 1.0 2.9 
Wom og вв —4.9 3.4 8.2 & 6.7 
United Kingdom 

LOS ee es el —0.6 —9.8 1.9 

НЭ —0.7 Sp 6.0 8.9 

Sources: as for table 1.1 and national statistics. 

а General Government’s investment by sector of utilization; figures for 1973 


are not always fully comparable among countries. 
b Excluding dwellings, except for Finland. 


с Industry. 

d Industry and construction. 

e Three quarters 1973 over three quarters 1972 

f Excluding ships, but including oil exploration (the changes excluding ships 
and oil exploration are: 1972: —1.7 per cent, 1973: + 3.9 per cent). ы 

8 Including mining. 
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below the rate of 10 per cent per year in all countries 
except Norway,® while in previous booms rates of growth 
of 10 to 20 per cent were quite usual. The weakness of 
the present enterprise investment boom appears to be due 
mainly to investment in manufacturing. This is generally 
a volatile component of enterprise investment, but in 
1973 it failed to display any large increase. In the United 
Kingdom it rose by no more than 6 per cent while earlier 
forecasts had put the increase at nearly 9 per cent; and 
in the Federal Republic of Germany there was virtually 
no increase at all. In the Netherlands, the expansion of 
enterprise investment hardly touched the manufacturing 
sector and in Finland there was no investment boom in 
manufacturing in the course of the present cycle.* 

An increase in enterprise investment in 1973 of 
only modest proportions had been forecast by most 
countries last year and in the Survey for 1972 the ques- 
tion was raised as to whether a major investment boom 
was likely to develop in 1974. Even before the new energy 
situation had made itself felt, it was fairly clear that such 
a boom would probably not materialize. It is true that 
in some countries (for example Norway and the United 
Kingdom) a sharp expansion had been forecast for manu- 
facturing investment in 1974;° but this was not the case 
for most other countries where no significant improvement 
on the rates of 1973 had been forecast. 


Stockbuilding, together with enterprise investment, was 
one of the most dynamic components of domestic demand 
in 1973. Stocks of final industrial products increased in 
most countries during 19738 and, in some of them at 
least, there was also an increase of stocks of raw materials 
(mainly imported) partly reflecting, perhaps, precaution- 
ary buying against further price increases. On the whole, 
stockbuilding accounted for a particularly large propor- 
tion of the increase of final domestic demand in Austria 
(about 40 per cent), and in Finland, the Netherlands and 
the United Kingdom (between 25 and 35 per cent). 


Other sectors of domestic demand did not show the 
same degree of inter-country uniformity in 1973 as did 
enterprise investment or stockbuilding. Generally, they 
had a restraining effect on GNP growth in 1973, mainly 
as a consequence of restrictive policies. 


A deceleration or an actual decline in public investment 
had been planned by a number of countries for 1973 in 
the context of their anti-inflationary policies. As can be 
seen from table 1.2, public investment declined in Finland 
and Sweden, rose less than in 1972 in Belgium and Norway, 
declined in the Federal Republic of Germany, Italy and 
the Netherlands for the second consecutive year, and 
remained virtually stagnant in the United Kingdom. By 
contrast, it rose in France where its expansion was de- 
signed to support the level of over-all economic activity 
and to combat unemployment. 


3 Recent enterprise investment has been greatly stimulated in 
Norway by oil prospection. Without this there would not have 
been an investment boom in 1973. 
* Ministry of Finance, Economic Survey 1973, Helsinki 1973, p. 82. 
_ An expansion of about 14 per cent for investment in manu- 
facturing had been forecast in Norway for 1974, and of more than 
20 per cent in the United Kingdom. 
* See section 1 (ii) of this chapter. 
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TABLE 1.3 


Primary and disposable income, and household savings 
in selected countries 


A = Primary income: annual percentage increase 
B = Disposable income: annual percentage increase 
C = Savings as percentage of disposable income 


Country 


1971 1972 1973 

Finland 

Ne. 4 ne 14.0¢ 17.0 18.24 

Ре cerns 12.3 ПЕ 13.9 

CG. Sane 14.9 14.0 2 
France 

A 10.12 fla Pe 13.75 

И ee 11.8 ES} 137 

О оз. 16.7 16.5 16.7 
Germany, Federal Republic of 

2 а eee 10.9 9.1 [2.5 

По 3) te eed 9.1 9.3 9.5 

.& 15.3 15.1 14 
Netherlands 

Nee и: 13.8 154 

SY ME ое 14.5 

Ge 8 15.4 
Norway 

A 13.8 10.2 14.3 

Ae о 9.2 6.6 ilies 

© 11.4 9.5 5 
Sweden 

A 8.0 8.0 8.2 

B oS 6.6 11.0 

Е... 6.3 5.4 5 
United Kingdom 

A 10.2 11.6 15:9 

iS) к-. 10.7 15:2 14.5 

© 8.0 8.2 10.0 


Sources: as for table 1.1. 
a Compensation of employees. 
Ь Excluding taxes. 


Investment in dwellings expanded less in 1973 than in 
1972 in most countries owing to a combination of supply 
constraints and restrictive policies. In Sweden there was 
an actual decline while in most other countries the de- 
celeration from 1972 was quite large. In France on the 
other hand a liberal credit policy supported rising demand 
in this secior. 


Only in Denmark, Ireland and Italy did private con- 
sumption rise in 1973 at a higher rate than in 1972, and 
only in Italy did it rise faster than gross national product 
(it rose more than GNP in most west European coun- 
tries in 1972). Changes in primary disposable income 
and household savings are shown for a number of west 
European countries in table 1.3. Both primary and dis- 
posable household income rose faster in 1973 than in 
1972 in most countries but prices aiso rose faster, so that 


the growth of household purchasing power rose no faster 
than in 1972. Furthermore, in Norway, Sweden and in 
the United Kingdom there was an increase in the savings 
ratio. In the Federal Republic of Germany household 
consumption has been severely affected by a stringent 
fiscal policy which has led to a much lower increase in 
disposable than in primary income. This considerable 
difference between the growth of primary and disposable 
incomes was due, first, to the reimbursement in 1972 of 
the “‘conjunctural tax’’, secondly to the increase in 1973 of 
the rates for some social security schemes (especially for 
pensions and sickness) and, thirdly, to the operation of 
“fiscal drag’. Very little is known at the time of writing 
of the pattern of private consumption in 1973; but it 
would appear that in most countries (though not in the 
United Kingdom) there has been a shift of unusual size 
away from textiles and clothing and in favour, probably, 
of durable goods. 


EMPLOYMENT 


In 1973, total employment rose between | and 2 per 
cent in Austria, France and Ireland, and less than 1 per 
cent or not at all in the other west European countries. 
The growth of output per person employed (for short, 
labour productivity) ranged from 2.5 per cent in Sweden 
to nearly 5.5 per cent in the United Kingdom. In Canada 
and the United States, employment rose more than in 
western Europe, and the employment contribution to 
output growth was larger than in any west European 
country.’ The country ranking is much the same in manu- 
facturing, but employment as well as labour productiv- 
ity changes have been larger in this sector than in the 
total economy (table 1.4). 


Changes in employment reflect not only changes in 
output but also the cyclical position of each country. In 
Austria, employment in manufacturing rose at an accel- 
erated rate in the years 1971 to 1973 while the growth of 
output per person employed decelerated. The contri- 
bution of employment to output growth tends to increase 
at the end of an upswing and during this period Austria 
was at the tail-end of a long phase of cyclical expansion 
which had reached its peak in 1970. Thus, output per 
person employed in Austria rose in 1973 less than might 
have been expected on the basis of the long-term non- 
lagged relationship between output and productivity in- 
creases in the same year. By contrast, in the Federal 
Republic of Germany, Ireland and the United Kingdom 
productivity rose relatively fast. These three countries in 
1973 were in the upswing of a cycle and the scope for 
productivity increases was bigger than in Austria. For 
the United Kingdom, furthermore, there also appears to 
have been a structural change in the relationship between 
changes in output and labour productivity: in the second 
half of the 1960s there has been an acceleration in the 
growth of labour productivity for a given unit increase of 
output. 


7 This is not a peculiarity of 1973. In North America the con- 
tribution of employment to output growth was considerably higher 
than in western Europe in the post-war period. 
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TABLE 1.4 


Employment, labour productivity and unemployment 
en ea Nl ВИ ее et 


Total economy Manufacturing Unemployment 
Output Output Е Output 
er 
Employ- She Employ- Pon (bow м Annual End of As percentage 
Country ment employed ment employed input) @ worked average year nat 
is Annual percentage changes Thousand persons (end of year) 

Austria 

OT Mis See ec a 1:8 4.2} с 0.7 6.5 0.4 6.8 52.0 67.2 2.0 

Cy Ba ee SARS oe 1.1 59'S 0.9 6.0 —0.6 7.6 49.1 STA £7; 

Re р М ac 2.0 SANE 1.5 3.0 0.4 4.1 41.3 60.8 1.8 
Belgium 

LOVIN RS see ee Holl 23 0.1 1.5 —2.3 4.0 70.9 85.7 2:2 

OT а —0.1 5.9 —1.5 7.5 —3.8 10.1 86.8 99.7 2.5 

И ees ae ‘ite 1.2 5.3 —1.1 7.8 97.7 101.9 2.6 
Denmark 

Пе Е 0.7 3.4 —2.1 5.5 —5.0 8.7 30.0 51:1 pee. 

LOD eco des wc oe 0.0 4.9 —3.1 9.3 —0.9 6.9 29.9 39.9 1.6 

Зо 0.8* 4.3 4.0 i —2.0 ‚в 20.1 39.0 1.6 
Finland 

PAGS Gane Ge races —1.2 3.4 0.4 2:2 = ри 49 53 2.6 

TO Die ters Иа a Bs №2 Skid! 3.8 7.8 м ве 57 53 BS 

ae ee ee. Е 0.8 4.7 №2 4.7 ae ae 51 fi Dat 
France 

Пал 0.6 4.5 0.9 4.7 —0.1 Boll 336.6 397.9 

ны 0.8 4.6 0.9 4.6 —0.5 6.0 380.3 413.1 1.9 

ТОК, We eae 1.4 4.9 27 6.3 0.8 8.3 394.1 460.6 
Germany, 

Federal Republic of 

i Met ane ae =u 2.6 —0.9 2.6 —4.2 6.2 185.1 269.8 0 

Тори alae 3 —0.7 3.6 —2.0 Sip) —4.1 7.4 246.4 279.2 0 

Е 0.0 33 —3.0 1.3 0.1 Fle) 273.5 485.6 
Treland 

STA Rae Selene Re 0.3 Se —0.5 4.5 —1.3 5.4 42.4 48.1 4.3 

О ares, eee —0.9 Sen © —0.3 5.0 0.0 4.7 48.0 47.6 4.3 

О АН: 1.4 6.0 2.7 9.5% S22, 9.0* 44.0 42.7 3.8 
Italy 

(Al a. ange ee See —0.3 1.9 0.8 —0.9 —5.5 Sor) 609 6154 за 

Я а see —1.7 4.9 1.4 55 697 7094 

OVS Mere core Ges 0.9 5.0 ie 8.4 668 586 4 Set 
Netherlands 

j Ah tS ее OM 9:2 —0.8 5.0 68.9 114.5 2.4 

О о Же —0.8 Se —3.4 8.9 114.7 133.0 2.8 

OTS ore ee wee 0.0 5 —1.0* Tews 117.0 138.1 2.9 
Norway 

OAR CPR. dey <e 0.7 4.8 0.8 3.4 —0 4.8 122 20.8 ies 

ПО их 0.0 4.5 —0.3 3.4 —2.2 5.4 25.3 1.6 

ПВ Pres ьианнх 0.4 83 —0.3 4.4 12.8 16.3 1.0 
Sweden 

1971 0.1 0.1 —2.1 Bee, —4.4 5.6 59.6 73.6 1.9 

Я See ee —0.1 2.6 —1.5 4.5 —5.1 8.4 69.0 72.5 1 

RH ete tag ee 0.4 DS 0.7 6.0 —0.3 7.0 66.2 64.7 1.6 
Switzerland 

о as ers 0.9 2.9 —0.3 2.4 —1.6 3.8 — === а 

О erent ats Mees 0.3 5.5 —1.2 3.3 —2.7 4.9 — = == 
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TABLE 1.4 (continued) 


Employment, labour productivity and unemployment 


Tosa economy | Manufacturing Unemployment 
Output Output Man-hours Output 
Employ- pees Employ- Pack ее sa A 1 
ыы ment employed ment employed input) a и ие eee а. 
year Annual percentage changes Thousand persons ( Spr ae 
United Kingdom 
es Eee rapt: “Above —2.0 35 —3.2 2.8 —6.4 6.3 WD 910.9 Эд 
т fn CMR Е 0.6 2.0 —3.3 5.6 —3.9 6.2 885.5 781.6 3.2 
7 Me ay Gee tal a's 0.5 5.4 0.6 8.3 1.6 72 628.7 203.5 ты 
Сапааа 
О ее aS 32 —1.0 6.1 —1.0 6.1 552 530 6.1 
TO eee Se 8] 2.4 т) 4.9 Ws) 4.1 562 584 6.5 
о 352 1.8 4.8 3.5 3.8 4.5 520 512 5.5 
United States 
О ee a 0.6 2.4 —4.2 7.3 —4.1 a) 4993 4 695 55 
Oe ть 2.9 3.0 2.2 6.7 4.9 3.9 4 840 4 116 4.7 
ВО 3 2 4.7 4.9 5.6 4.0 4 308 4058 4.6 


Sources: for output: United Nations, Yearbook of national accounts statistics, 
New York; OECD, National accounts of OECD countries, Paris, and corresponding 
questionnaires, and national statistics. (See also table 1.1.) 

For employment, unemployment and man-hours worked: national statistics. 


Note. — The basic data for output of the total economy refer to GDP at constant 
market prices. For manufacturing the yearly changes in output for 1971 and 1972 
refer to national accounts data, based on the contribution of manufacturing to 
GDP, except for Ireland, the Netherlands and Switzerland, where the output data 
are based on the short-term index of manufacturing production. The preliminary 
output figures for 1973 used as a basis for this table are derived from such indices 
for all countries. 


The only modest increase in industrial employment in 
most countries in 1973 is generally the result of two fac- 
tors: first, an increase in industrial output which, though 
higher than the long-term trend, was not very large in com- 
parison with previous cyclical upswings; and, secondly, 
the fact that the output increase of 1973 came after one 
or two years of very small output growth. It is true that 
1972, and not 1973, was the first year of the cyclical up- 
swing in output, but it is arguable as to whether the up- 
swing actually started in the first or in the last quarter of 
1972 (the second and the third quarters of the year were 
periods of very slow growth). It may be recalled in this 
context that the employment increases of 1969 were of a 
quite different order, because output rose more and be- 
cause 1968 (the first year of the upswing) was charac- 
terized by a vigorous and continuous growth. But in 
1968 employment had increased very little or not at ali.® 


The length of the working week continued to decline 
in 1973 in most countries, particularly the United King- 
dom,? and in most countries this reduction more than 
offset the employment increase. Owing to the modest 
changes in employment (and in labour supply), changes 
in unemployment were also small in most countries in 


8 See Economic Survey of Europe т 1969, part I, р. 94, table 4. 


9 Nine countries provide the relevant data. Hours worked ре! 
worker refer only to wage-earners 1n manufacturing. 


‘change is less favourable. 


The employment data for the total economy and manufacturing refer to all 
persons employed. For three countries, Finland, the Netherlands and Norway, 
national series for equivalent man-years have been used. The employment data 
differ in many cases from the data on man-hours worked, which are commonly 
derived from industrial statistics which exclude small establishments. 


а Man-hours refer to wage-earners only (for France also salary-earners). 


Ь The definition of unemployment varies between countries, so these percentages 
cannot be used for inter-country comparisons. 


с Output for the whole economy refers to GNP instead of GDP. 
А October data. 


1973. For the year as a whole, unemployment on average 
declined in Austria, Denmark, Finland, Ireland, Italy, 
Norway, Sweden and the United Kingdom. However, 
if the end of 1972 is compared with the end of 1973, the 
In some countries (Austria 
and Denmark) where unemployment on average was 
lower in 1973 than in 1972, the situation was reversed at 
the end of the year. In France, the Netherlands and es- 
pecially the Federal Republic of Germany, where unem- 
ployment on average was higher in 1973 than in 1972, 
the difference is even larger when the comparison is 
based on end-of-year figures. 


The different behaviour of labour productivity in the 
upward and downward phases of the cycle reflects, inter 
alia, the time-lags with which employment changes fol- 
low output changes. This point is illustrated in chart 1, 
which compares changes in output, employment and 
man-hours worked in manufacturing industry for ten 
west European countries, on a quarterly basis. For 
Denmark, only the changes in employment and man- 
hours worked are shown since no quarterly indices of 
manufacturing production are available. 


The upper part of each block shows the percentage 
deviation of actual increases from the linear trend’? of 
the index of manufacturing output. The deviations are 


10 That is, the deviation as a percentage of the trend value. 
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Output, employment and man-hours worked in manufacturing (quarterly data, seasonally adjusted) 
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CHART 1 (continued) 
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Note. — The output data refer to percentage deviations from the 
trend. The trend refers to the period 1958 to 1973 but only the period 
1967 to 1973 is shown in the chart. The trend and the percentage 
deviations from it have been calculated by least squares regression 
of seasonally adjusted quarterly data against time. An exponential 
equation was used. The basic data were taken from OECD, 
Industrial Production, Historical Statistics 1955-1971, and the 
corresponding Quarterly Bulletins for 1972 and 1973. 


The employment data are quarterly indices seasonally adjusted, 
1970 = 100. The basic data were taken from national sources and 
seasonally adjusted by the Secretariat. 


Output falls due to large strikes (France in the second quarter 
of 1968; Italy in the last quarter of 1969; Finland in the first quarter 
of 1971) are not shown on the chart since the corresponding falls 
in employment and man-hours worked are not recorded (or only 
partially recorded) in the employment statistics, which generally 
reflect the situation at a single point of time. In the chart, the 
production levels before and after the strikes have been joined by 
a dotted line. 
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shown for the years 1967 to 1973 but the trend has been 
calculated over the whole period 1958 to 1973, on the 
basis of the quarterly indices of manufacturing produc- 
tion, seasonally adjusted. The lower part of the blocks 
show employment and man-hours worked in manufac- 
turing. In contrast with output (shown as deviations 
from the trend), the employment lines are index numbers 
(1970=100) and therefore show actual increases or 
declines in employment. The point of interest here is the 
time-lag between the two variables." Post-war experience 
has shown that in the cyclical upswings (that is when out- 
put growth is accelerating) employment in manufacturing 
shows a tendency to increase; and in the cyclical down- 
swings (when output growth is decelerating or falling) 
employment shows a tendency to decline. If the output 
acceleration or deceleration is quite mild, then of course 
the change may be absorbed either by changes in output 
per person employed or by changes in the length of the 
working week, leaving employment virtually unaffected. 
With reference to the historical west European experi- 
ence of 1967 to 1973, the chart brings to light the follow- 
ing main points: 

(a) Employment changes have always followed output 
changes with a certain time lag. In the cyclical upswing 
of 1967/68, employment started to increase, typically, 
two or three quarters behind the acceleration of output. 
The subsequent output downswing (which started in 1970) 
was very mild for Belgium, Finland and France and 
particularly for Austria. In this last country, employment 
continued to increase at a rather steady pace. In Belgium, 
Finland and France, it ceased to increase for some months 
but did not decline. In the Federal Republic of Germany, 
Italy, the Netherlands, Sweden and the United King- 
dom, the deceleration in output growth was more pro- 
nounced (in some cases there was an actual decline). In 
these countries, employment did decline and the time-lag 
behind the slowing down in output was again between 
two and three quarters, as in the case of the previous 
upturn. It was somewhat longer—one year—in Italy 
presumably because the new wage agreements reached 
at the end of 1969 contained much more severe regulation 
of overtime and shift work. 


As stated already there was very little employment 
increase in the cyclical upswing of 1972. In most coun- 
tries, output started to recover in the first quarter of 1972 
but employment started to increase only one year later. 
This is an unusually long time-lag, but it may be explained 
Бу the hesitant nature of the output recovery (an accel- 
eration in the first quarter was followed by two quarters 
of virtual stagnation). In France, the acceleration of 
output started in the second quarter of 1972, while em- 
ployment (which as already mentioned had stagnated 
but not declined) started to increase in the third quarter. 
This auick reaction of employment to output acceleration 
in France is probably due to the fact that there had not 


been a previous recession and therefore there had been 
very little hoarding of labour and little unused capacity. 
in view of the prevailing time-lag between output and 
employment changes, it is not surprising that the new 
imilar analysis for the period 1964 to 1968 can be 

nd he SuRV tor 1908. Dp, 328. 


deceleration in output which started in most countries in 
the second quarter of 1973 was not yet reflected in the 
employment figures of the third quarter (the latest avail- 
able at the moment of writing). 


(b) The main feature of the graph of man-hours worked 
is its downward slope. Though 1967 was a depression: 
year the labour input towards the end of 1973 was still 
lower than at the beginning of 1967 in all countries shown 
in the chart except the Federal Republic of Germany. In 
this country, where the 1967 depression had been more 
severe than in most other countries and where employ- 
ment towards the end of 1973 was about 8 per cent higher 
than at the beginning of 1967, man-hours worked were 
barely 2 per cent higher. In the other countries there was 
an actual decline in labour input between the beginning 
of 1967 and the end of 1973; this was more than 10 per 
cent in Denmark, Sweden, the United Kingdom, and, 
probably, Belgium. The difference between the curve 
showing persons employed and that of man-hours worked 
reflects of course the shortening of the working week in 
the period under review which was essentially a statutory 
change. 


(c) In the framework of this downard trend for labour 
input, the chart allows a comparison between cyclical 
changes in output and in man-hours worked. Rather 
surprisingly, not only employment but also man-hours 
worked continued to decrease, though at a reduced rate, 
for about two quarters after the output revival in 1967. 
Man-hours worked then started to increase simulta- 
neously with employment and the two curves then move 
broadly in parallel. Thus, the time-lag between output 
acceleration and the increase in man-hours was much the 
same as for employment, namely, from two to three 
quarters depending on the country. Only in the Federal 
Republic of Germany did the increase in man-hours 
worked lead, by one quarter, the increase in employment 
(thus displaying a lag of only one quarter in respect of 
output recovery). 


By contrast, there is a fairly close temporal correspon- 
dence between changes in output and changes in man- 
hours worked for the more recent downswings and 
upswings. The output downswing of 1970-1971 was 
relatively large in seven out of the eleven countries 
shown. The exceptions are Belgium, Finland, France 
and, especially, Austria. In Austria, the effect of the only 
slight deceleration in output growth was hardly reflected 
on employment, but man-hours worked clearly ceased to 
grow in close correspondence with output deceleration. 
In Belgium and France, employment also ceased to grow 
but its levelling off was preceded by the levelling off in 
man-hours worked. In all the other countries, there was 
an actual decline in man-hours worked which more or 
less coincided with the deceleration in output; in Sweden 
and the United Kingdom, there was a time-lag of one 
quarter. 


In the 1972 upswing, man-hours worked showed a clear 
tendency to increase only in the fourth quarter except in 


12 Figures on man-hours worked are not available for Finland 
and the Netherlands. Except for France, man-hours worked refer 
to wage-earners only. 
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the United Kingdom. In this case the time-lag appears 
to have been two quarters; but it has to be remembered 
Ahat the output revival of the first quarter was followed by 
two quarters of slow growth (well below the trend level). 
It was only in the fourth quarter that output definitely 
revived and in this quarter hours worked also rose. A 
close temporal correspondence between changes in output 
and in man-hours worked again appears in the 1973 
downturn. In the second quarter of the year when out- 
put started to decelerate in most countries, man-hours 
worked showed a clear tendency to fall. On the whole 
it appears that there is no time-lag between output and 
man-hours in the cyclical downswing while past west 
European experience is less conclusive in the case of 
cyclical upswing. 


LABOUR MIGRATION 


The net inflow of foreign workers continued in 1973 in 
the traditional receiving countries, and was generally 
higher than in 1972. However, no simple relationship 
can be established between cyclical fluctuations on the 
one hand and the net volume of immigration on the other, 
since governments are increasingly concerned about the 
social consequences of large-scale immigration of for- 
eign workers and are taking a number of measures to 
regulate the phenomenon. 


In France immigration has for many years been re- 
garded in the context of an over-all policy to increase the 
size of the total population and not simply as a means 
of overcoming industrial labour shortages. However, the 
social problems connected with foreign immigrants led 
the Government to adopt a set of regulating measures in 
1972 and 1973, with the aim of avoiding “wild” immi- 
gration and channelling immigrants to areas with the 
best opportunities for employment and integration.¥ 


In Austria, where the rate of growth of output and 
labour demand have been sustained since 1969, the annual 
average number of foreign workers “under quota” was 
four times higher in 1973 than in 1969 (almost 230,000, 
as against 54,000). The largest annual increases in this 
period took place in 1971 and 1972, 59,000 and 54,000 
respectively ; in 1973 the increase was 40,000. The ‘‘quota”’ 
of foreign workers admitted is established yearly in the 
light of cyclical developments (labour demand by indi- 
vidual firms, local unemployment, etc.), but other, longer- 
term, objectives are also taken into account. 


In Sweden the effects on migration of the recession 
from 1970 to 1972 were more marked than in the previous 
recession (1966-1967). In 1966-1967, low demand for 
labour put a brake on new arrivals: there were no mass 
repatriations, but rather a stabilization of the number of 
foreign workers. The response to the revival of labour 
demand in 1968-1970 was immediate, the number of 
foreign workers increasing by 55,000, or 32 per cent, be- 
tween September 1968 and September 1970. Falling 
labour demand in 1971 and 1972 provoked a net depar- 
ture of foreign workers: their number declined by 11,000 


13 Мо quantitative information about the net arrivals of foreign 
workers is available for France. 
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between the end of 1970 and the first half of 1972." With 
the recovery of labour demand in 1973, immigration 
picked up again and the number of foreign workers rose 
by almost 13,000 between June 1972 and September 1973, 
reaching a peak of 231,000. 


The Federal Republic of Germany is the country where 
the correlation between immigration and the business 
cycle is most evident. This is a corollary of the policy 
of closing labour market gaps with “guest workers”, who 
are not expected to cause a significant pressure on infra- 
structures and who would return home if and when the 
labour shortage disappeared. The 1966-1967 recession led 
to the net repatriation of a considerable number of 
immigrants, the number of foreign workers falling by 
300,000, about one-quarter of the total, between Sep- 
tember 1966 and September 1967. This figure is higher 
than the increase in domestic unemployment in the same 
period. This repatriation has been described as a form 
of “exported unemployment” but, because of its short 
duration, it had more the character of an extended 
holiday.” Immigration responded quickly to the revival 
of labour demand in the following years: the number of 
foreign workers almost doubled between September 1967 
and September 1970, from 990,000 to 1,950,000, and in- 
creased by another 300,000 in 1971: The pause in the 
rhythm of economic activity in 1971 had a delayed reac- 
tion on labour demand and consequently on immigration. 
There was по mass repatriation of immigrants, but immi- 
gration proceeded at a slower pace: the increase in the 
number of foreign workers between September 1971 and 
September 1972 was just above 100,000. An interesting 
feature is that the net immigration continued to increase 
in 1971 and 1972, in spite of the declining level of em- 
ployment and of rising domestic unemployment. This is 
a clear indication of the existence of structural gaps in 
the domestic supply of labour and of the “mismatch”, or 
failure of manpower supply to meet the requirements of 
available jobs. The revival of economic activity in 1972 
again witnessed a large increase in net immigration, the 
number of foreign workers rising by almost 250,000 be- 
tween September 1972 and September 1973. 


According to preliminary estimates, the number of 
foreign workers in the Federal Republic of Germany fell 
by some 150,000 in the fourth quarter of 1973. It is not 
clear how much of this reduction is due to the effect of 
slackening labour demand and how much to policy meas- 
ures not entirely related to the cycle. At the end of 
November, in connexion with the unexpected conse- 
quences of the new energy situation, the Government 
called for an immediate halt to the further recruitment of 
workers from countries outside the Economic Commu- 


14 Departures in connexion with a recession are not a normal 
feature in Sweden which is more inclined to receive immigrants 
disposed to settle with their families rather than “guest workers” 
Departures seem to have affected immigrants of recent arrival, 


who never had time to get firmly established before labour demanc 
fell off. 

15 See, United Nations, Economic Survey of Europe in 1967, 19 
and B. Kayser, Cyclically determined homeward flows of migrant 
workers, OECD, Paris 1972. 
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nity; but in June the Government had already passed a 
programme designed to slow down the as yet unrestricted 
inflow of foreign workers, in view of the social costs 
arising from the high concentration of immigrants in 
certain regions and occupations, and from social problems 
of integration. | 


There is a general long-term orientation in labour- 
receiving countries towards restricting and regulating 
immigration. However, to reduce or halt immigration 
may prove to be a difficult task. The example of Switz- 
erland is instructive. In this country, a reduction of the 
foreign population has been a long-term policy objective 
for the last decade. Nevertheless in the period 1964-1973 
the foreign population, instead of declining, has increased 
by 290,000 (by 330,000 including seasonal and border- 
crossing workers, on whom the economy of the country 
is highly dependent). The rate of increase has accelerated 
since 1970, when the policy of restriction became more 
severe. In 1969-1973 the number of “‘controlled”’ foreign 
workers (subject to annual work permits, seasonal and 
border-crossing workers) declined by 38,000 but at the 
same time the number of permanently established workers 
increased by 124,000. In the same period the total foreign 
population subject to annual residence permit has de- 
clined by 152,000 (excluding the increase in seasonal and 
border-crossing workers, 54,000 and 37,000 respectively), 
but the permanently established foreign population has 
risen by 260,000. 


THE OUTPUT DECELERATION OF 1973 


It was not to be expected that industrial production 
would continue to expand for very long at the rates pre- 
vailing in the last quarter of 1972 and in the first quarter 
of 1973, that is, at an annual rate of more than 12 per cent 
per year, but the deceleration which followed was more 
abrupt than expected. In particular, industrial produc- 
tion rose only marginally after the first quarter of 1973 
in the Federal Republic of Germany and in the United 
Kingdom. In Austria, France, the Netherlands and 
Norway output continued to expand but at a reduced 
rate. Only in Italy and Sweden was there some acceler- 
ation during the year. A sizeable output deceleration 
after the first quarter of 1973 also occurred in the United 
States (table 1.5). 


One reason for this output deceleration in 1973 is to be 
found in localized supply bottlenecks both in western 
Europe and in the United States. For instance, in the 
west European countries, except the United Kingdom, 
the steel industry was reported to have been working at 
very near to full capacity in the second half of 1973. In 
the United States, capacity ceilings were reached early in 
1973 by the automobile industry and were approached by 
some other industries especially those producing indus- 
trial materials. Localized shortages of materials and of 
skilled labour were reported also by a number of west 
European countries. On the whole, however, the impres- 


18 Département fédéral de l’économie publique, La Vie écono- 
mique, Berne, various issues. 


sion remains that the resource constraints in early 1973 . 
were not as severe as in previous cyclical upswings. In 
the second half of the year, the over-all degree of capacity 
utilization in industry was declining in a number of coun- 
tries and stocks of final products were increasing.” It is . 
therefore difficult to avoid the conclusion that the de- 
celeration of output, which started in the second quarter 
of 1973 and affected capital as well as consumer goods, 
was more pronounced than can be explained by supply 
limitations alone. 


The general climate of expectations in 1973 was not 
very favourable to an investment boom: the uncertainties 
on the exchange markets, sudden increases in the prices 
of many raw materials, the increasing social resistance to 
the continuing large scale immigration of foreign workers, 
and the expected policy implications of persistent infla- 
tion, were all factors which may have exerted a damp- 
ening influence on investment intentions. In addition, as 
already noted, fiscal and monetary policies became in- 
creasingly restrictive in a number of countries during 
1973. The restrictive policy measures adopted by the 
individual west European Governments in 1973 and at 
the beginning of 1974 took three main forms: first, the 
curbing of private consumption (especially in the Federal 
Republic of Germany) through fiscal policy; secondly, the 
imposition of various types of credit rationing (as in 
Austria, Belgium, the Netherlands and Norway); and, 
thirdly, various measures which affected the construction 
sector (from administrative controls to the curtailment of 
Government investment and to monetary controls). 


Thus, the cyclical upswing which began in 1972 was 
quite short-lived, as can be seen from chart 2, which 
shows—for the European OECD countries taken togeth- 
er—the deviation of manufacturing output from its linear 
trend for the period 1958 to 1973.18 In the period under 
review, the first upswing in manufacturing output started 
in the first quarter of 1959 and reached its peak in the 
fourth quarter of 1960. A second (much shorter) upswing 
started in the second quarter of 1963 and reached its peak 
in the first quarter of 1964. However, economic activity 
continued to grow at a relatively high rate in 1961, 1962 
and 1963; in this period it fell below the trend line only 
in one quarter. The “‘recession” between the peaks of 
1960 and of 1964 hardly deserves the name. A second 
downswing started mildly in the second quarter of 1964 
and only became pronounced in the middle of 1966; the 
turning point was reached in the first quarter of 1967. In 
the second quarter of 1967 a third upswing started which 
reached its peak in the first quarter of 1970. From that 
point began a new downswing which reached its turning 
point at the end of 1971. The present cycle started in the 
first quarter of 1972 and reached its peak jn the first 
quarter of 1973, but in the second and third quarters of 
1972 the growth rate was quite modest. It was only in 
the fourth quarter that a more vigorous revival took 
place, but this did not last for long. Already in the second 


17 See below, section 1 (ii). 


18 The chart is based on the quarterly indices of manufacturing 
production, seasonally adjusted. 
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and third quarters of 1973 there was a new deceleration 
of economic activity and by the end of the year the output 
index was virtually on the trend line for the European 
OECD countries taken together. The present cycle was 
more modest than both the 1959 and 1968 upswings, and 
was in a sense similar to the 1963-1964 upswing. How- 
ever, the starting point was different. When the 1963 up- 
swing started, economic activity was already above the 
trend line while the present upswing started when it was 
considerably below. Therefore the strain on resources 
was considerably less than in either 1964 or 1969; this 
point is taken up in the following section. 


For the individual west European countries, the deviv 
ation of manufacturing output from the respective long” 
term trend is shown in chart 1 for the period 1967 to 1973> 
At the end of the third quarter of 1973, the actual level 
reached by manufacturing production was below the 
trend line in most west European countries except for 
Austria, France and the United Kingdom. 


(ii) Demand pressures and capacity utilization in industry 


In order to judge the prospects for 1974 it is important 
to have a clear view of the situation at the end of 1973 
with regard to demand pressures and capacity utilization 
as a basis for assessing the need for restrictive policies 
and the scope for further expansion. Short-term indica- 
tors of these variables are not readily available through 
the national accounts. However, in recent years there 
has been an increasing use of Business Surveys which are 
based on questionnaires to enterprises, mainly in indus- 
thy 

There are three variables of the Business Test which 
seem to be connected in a systematic way and which are 
of particular interest for the evaluation of the business 
cycle position of industry (or any branch of industry): 
capacity utilization, inventories of finished goods and 
orders” (all ex-post). The rate of capacity utilization can 
be taken as representative of the business cycle itself (or 
as a coincident variable). The other two variables, i.e. 
inventories of finished goods and orders, indicate demand 
pressures. When a boom is developing there is a depletion 
of inventories that becomes more accentuated the more 
enterprises approach full capacity utilization. Likewise 
order-books increase as delivery periods become longer 
and various bottlenecks appear towards the peak of the 
boom. Similar relationships can be assumed to exist in 
other phases of the business cycle. 

Chart 3 represents the three variables of eight countries 
for which information is available. The top graph rep- 

13 Тре answers to the questionnaire (quarterly or monthly) are 
qualitative and usually concern judgements about a variable, for 
example, as to whether it is “increasing’”’, ‘unchanged’? or 
“decreasing’’ or is ‘“‘above normal’’, “normal’’, or ‘Чезз than 
normal”, The information is thus usually obtained as a three 
point (weighted) percentage distribution that can be processed in 
various ways. The simplest method is to calculate the “net ten- 
dency’? which is the difference between positive and negative 
answers (e.g. between “‘increases’’ and “Чесгеазез”). 

20 “Ог4ег$”” here refer to order-books or to the total stock of 
outstanding orders. 


resents percentage capacity utilization; the judgement on 
orders and on inventories of finished products are plotted 
below on the same scale. A positive number for the 
orders series indicates that the (weighted by size of enter- 
prise) majority of enterprises judge the orders to be 
abnormally large. A rising curve can thus be taken to 
represent a continuous fattening of order books. Nega- 
tive numbers for the inventory series indicate that a 
(weighted) majority of enterprises judge inventories of 
finished goods to be too small. A coincidence of a 
positive and rising orders curve and a negative and falling 
inventory curve might be interpreted as showing demand 
to be increasingly in excess of deliveries from current 
production. Enterprises cannot meet incoming orders 
although they are delivering not only from current pro- 
duction but also from inventories that are already ab- 
normally low. Such a period of excess demand should 
also be characterized by rapidly increasing capacity 
utilization—provided of course that the information 
obtained is consistent. The levels of capacity utilization 
reached would depend upon the intensity and duration 
of the excess demand and would have implications both 
for price developments and the balance of trade. 


The graphs can be used to pinpoint the business cycle 
position of industry in each of the countries discussed 
thus providing a rough international comparison. For 
each country an intertemporal comparison is also poss- 
ible, e.g., between the intensity and duration of the 
present business cycle phase and of the corresponding 
earlier phase. It is of particular interest here to show the 
cyclical position of countries at the end of 1973. 


One would expect the order and inventory curves to 
intersect approximately at the horizontal axis (zero-axis) 
of the graph since they both represent a normal demand 
situation. This is actually the case for most graphs, 
which indicates a certain consistency in the replies to the 
questionnaires. Naturally this will not happen in all cases. 
For some countries there is, for example, a tendency for 
the intersections to be above or below the horizontal 
axis. The pattern is, however, clear enough to allow a 
certain standardized interpretation. Periods of excess 
demand will thus be taken to start at the intersections of 
the two curves where the order curve is moving in an up- 
ward direction and the inventory curve in a downward 
direction. This period will be taken to last to the point 
of intersection where the curves move in the opposite 
direction.” To facilitate the reading of the graphs the 
periods of excess demand have been marked as shaded 
areas. 

The eight countries, broadly speaking, fall into two 
categories. In Spain, France and Belgium a significant 
gap of “excess demand” had opened up already in 1972 

21 The original series have been retained which means that some 
are on a monthly and some on a quarterly basis. Series on a 
morithly basis naturally give a less smooth development than the 
quarterly ones but nevertheless show a remarkable consistency 
in the direction of their development over time. ь 


2? \Упеп the points of intersection are not located near the 
horizontal axis they will nevertheless represent a compromise 
between using either the order stock curve or the inventory curve 
as an indication of a balanced demand position (i.e. where each 
curve crosses the horizontal axis) 
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and was maintained during 1973. At the end of 1973, 
however, the gaps showed a tendency to close. This 
tendency 1s corroborated by the developments of the level 
of capacity utilization, which flattened out or was falling 
during the last quarter of 1973. 


In Austria, Sweden, Switzerland and the Federal 
Republic of Germany, there have been short periods of 
small “excess demand” which have not lasted very long. 
This is also indicated by the level of capacity utilization 
which did not reach the peak of the previous boom. In 
the Federal Republic of Germany the miniboom has not 
only ended but has been followed by a situation where 
inventories of finished goods in industry are judged too 
large and total orders as abnormally small. In this sense 
the Federal Republic of Germany is “leading” the eight 
countries discussed here with regard to their location on 
the business cycle. 


In Spain the gap of “excess demand” had opened up 
at the beginning of 1972. It has been much larger than in 
the previous boom, i.e., in 1969-1970. Capacity utili- 
zation has also reached significantly higher levels than 
ever registered before by this type of information. 

France is showing almost the same picture as Spain. 
An early take-off in 1972 led to the rapid development 
of ‘‘excess demand” in 1973. But this “gap” did not 
become as large as in 1969/70 and followed a period of 
relatively modest “‘deficit demand”. Consequently capac- 
ity utilization does not show any pronounced oscillation 
but rather a steady upward trend. In national accounting 
terms the counterpart to this picture is a steady growth 
in GNP being maintained during recent years. 


In Italy, on the other hand, capacity utilization shows а 
downward trend until the beginning of 1973. Italy is a 
little difficult to place because of particular developments 
in 1973 (strikes) and the consequences of a long period 
of “deficit demand” in 1970-1972. Under such circum- 
stances a gap of excess demand (of bottlenecks) can occur 
although there is not really а boom situation in terms of 
capacity utilization. Capacity utilization has been in- 
creasing lately but it is still significantly below earlier 
peaks. 

Belgium has also been characterized in 1973 by excess 
demand although it was moderate, and tending to dimin- 
ish towards the end of the year. Capacity utilization has 
increased but with a tendency to fall before the previous 
pzak has been reached. 

In Austria the “miniboom” had already ended in the 
middle of 1973, after which current demand seems to 
have remained in balance. Capacity utilization has tended 
to decline; it has, however, stayed relatively high com- 
pared with earlier boom levels, since the preceding slump 
period was of rather short duration and not very pro- 
nounced. From a long-term point of view, Austria rather 
resembles France in that a fairly balanced development 
has been assured at a relatively high degree of capacity 
utilization. 

In the three remaining countries there 15 hardly a sign 
even of a ‘“miniboom”. In Switzerland there scems to 
have been a balanced over-all demand position in indus- 
try during 1973 although bottlenecks occurred in some 
particular industries as well as some other sectors such 


as construction. In Sweden a small gap opened up in the 
third quarter of 1973 which, however, started to shrink 
towards the end of the year. Consequently there was a 
flattening out of capacity utilization at a level consid- 
erably below that reached in the previous boom.” In the 
Federal Republic of Germany an approximately balanced 
demand position during the first half of 1973 turned into 
a moderate “deficit demand” situation towards the end 
of the year. Capacity utilization has flattened out at a 
level below the previous peak during the boom 1969/70."4 


Generally speaking the picture given by the graphs for 
the eight countries is one of an upswing which appears 
to have been dampened at an earlier stage than the pre- 
ceding boom. France and Spain are exceptions in the 
sense that capacity utilization reached higher levels than 
in the previous boom; but even in these two cases there 
is evidence that the situation was also stabilizing at the 
end of 1973. Elsewhere over-all capacity utilization has 
not been excessively strained. In Sweden and Switzer- 
land there was no boom at all in the sense that there was 
hardly any excess demand at all in 1973. In Austria and 
the Federal Republic of Germany a small “miniboom” 
petered out during 1973 as capacity utilization fell or 
flattened out. These data concerning industry seem to 
agree with GNP data that by the end of 1973, and before 
the oil crisis had any effect, demand factors in several 
countries were dampening and making the expansionary 
phase one of unusually short duration and intensity. 
There is also evidence that neither excess demand nor 
over-all supply conditions (i.e. capacity restrictions) can 
account for the much larger price increases that occurred 
in comparison with the economic expansion of 1969/70. 
It should be observed, however, that bottleneck situations 
have occurred with regard to various types of skilled labour 
as well as certain material inputs. (This is borne out by 
SurVEY information concerning some individual branches 
of industry.) The latest boom seems to have been par- 
ticularly characterized by these types of sectoral imbal- 
ances which have created overheating in the economies 
and set the stage for a cost-push inflation. 


(iii) Prices and labour costs 


The outlook for prices at the beginning of 1973 was 
not very optimistic. Following the second half of 1972 
the immediate prospects were for a sharp rise in industrial 
raw material prices and, possibly, a deceleration in the 
rapid growth of food prices which had occurred through 


23 In the case of Sweden, firms were simply asked whether they were 
working at full capacity or not; the percentage represents the 
(weighted) share of firms that reported full capacity utilization. 

24 There is some additional information available on capacity 
utilization for some countries not shown in the graph. For the 
United Kingdom capacity utilization was falling in the fourth 
quarter of 1973 from a peak in the third quarter that was at about 
the same level as the previous peak in 1969. In Canada a peak was 
reached at the beginning of 1973, also at about the same level as 
in the previous boom. In the United States capacity utilization 
increased continuously from the beginning of 1971 but was still, 
in the middle of 1973, well below the previous peak reached in 
the middle of 1968. It was, however, at a very high level in the 
major materials industries. 
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1972. In the event the average rate of increase™ in west- 
ern Europe accelerated sharply and in the third quarter 
of 1973, that is, before the outbreak of the Middle East 
war in October with its ensuing consequences for oil 
supplies and prices, consumer prices were nearly 9 per 
cent above the corresponding period of 1972. A similar 
acceleration occurred in North America and in Japan. 


The implicit price deflator of GDP rose on average in 
western Europe by about 8.9 per cent in 1973 compared 
with 7.3 per cent in 1972 (text-table). Individual country 
rates ranged between 6 per cent in the Federal Republic 
of Germany and over 13 per cent in Finland and Ireland, 
but the over-all variance was relatively low with most 
countries lying between 6 and 8 per cent. The sharp accel- 
eration between 1972 and 1973 was fairly general and 
was particularly sharp in Italy and Norway. In the United 
States the acceleration was also very sharp from an 
annual increase of 3.2 per cent in 1972 to 5.3 per cent, 
but the latter was still well below the lowest European 
rate. 


Implicit price deflator of GDP (at market prices) 
(Annual percentage change) 


Country 1971 1972 1973 
PNUIUS TENS =o a, eos tae bacon р 5.8 6.7 9.0 
Begins Sama a eee OS Ars: Sai, 59 6-7 
Ва SS ее а о а Runs 5.6 8.4 10.3 а 
С Boa oa = 6.8 8.5 13.6 
Рае о о о м Я 5.3 5.6 6.8 
Germany, Federal Republic of 19 5.9 6.0 
imclands aes ses as GS ee 10.8 11.4 133) 
LEPINE О и RO eA 6.6 5.9 10.5 
Netherlands „еее 8.7 8.9 gb 
INORWEN? о sas tee ee 5.8 4.5 9.1 
О 3 бо о a sh ace ya seca a2 6.2. We 
ВНЕ! “5 5 5 5 5 6 8 5 5 4 © 9.4 9.1 8.2 
Wnited Ко о core 8.9 Tey 7.4 
Wmited States) 49.4.) ee 47 3.2 5.3 


Source: as for table 1.1. 
а Gross-gross concept. 
Ь GNP. 


The rate of increase of consumer prices rose sharply in 
north-western Europe from an average 6.6 per cent in 
1972 to 8.6 per cent in 1973; in the United States the rate 
increased from 3.3 per cent to 6.1 per cent and in Japan 
it more than doubled from 4.5 per cent in 1972 to nearly 
12 per cent. In southern Europe, which is considered 
separately in section 4, the rates of consumer price in- 
crease were, with the exception of Greece, already much 
higher than in northern Europe in 1972; and in 1973 
there was a further sharp increase. The largest increase 
im consumer prices in western Europe occurred in Greece 
where they rose by about 14 per cent compared with 4.9 
per cent in 1972, which was then the lowest rate. 


Some of the inter-country differences in inflationary 


25 agg Ss ise er о р j j j i 
Uniess stated otherwise, averages of countries in this section 
are unweighted. 


pressures are probably obscured to some extent as a 
result of the widespread application of price controls in 
the last few years. These have been applied in a some- 
what “‘stop-go” fashion—intensified use in 1971, relax-_ 
ation or abandonment in the first half of 1972, re- 
imposition in the second half of 1972, intensified and 
extended use in 1973—and have varied in nature from 
country to country. They have included total but tempo- 
rary price freezes in the United Kingdom and the United 
States (and Denmark from January 1974), partial freezes, 
usually of basic foodstuffs and other necessities, as in 
Italy, as well as prior notification of selected or of all 
price increases. These and other measures, such as food 
subsidies in some countries, have a direct impact on 
movements of the consumer price index, but their contin- 
ued use has probably led to the substitution of “hidden” 
price increases which are not reflected in the indexes—for 
example, a deterioration of the quality of goods and 
services supplied at a given price, reduction or elimina- 
tion of discounts and dividends, longer queues (at banks, 
for example) and even the disappearance or severely 
curtailed supplies of some goods subject to control. The 
acceleration of the rate of increase of consumer prices in 
1973 began well before the monopolistic pricing and 
supply policies of the Arab oil producers took effect in 
the last quarter of the year. The average rate of consumer 
price rise had stabilized in the first half of 1972 and in 
some countries there had been a slight fall in the second 
quarter; but from the third quarter of 1972 through the 
fourth of 1973 there was a fairly steady rise in the rate of 
increase, a slight deceleration in some countries in the 
third quarter of 1973 (reflecting partly a sharp seasonal 
fluctuation in food prices but also, and perhaps more 
important, the application of price controls particularly 
on foodstuffs) preceding the generally sharp upturn in the 
final quarter (table 1.6). Much the same pattern of de- 
velopment occurred in Japan and in North America. In 
the United States the acceleration was particularly rapid 
from 3.5 per cent in the last quarter of 1972 to 8.4 per 
cent in the last quarter of 1973, but this rate still remained 
below the European average, although the difference be- 
tween the two narrowed sharply throughout the year. 
The longer-run relations between average European rates 
of inflation and those in the United States and Japan are 
shown in chart 4. Consumer price inflation in the United 
States has traditionally been much lower than in western 
Europe, the US rate being higher than the European 
average only in 1968-1970. Japan, on the other hand, 
has traditionally experienced not only a higher rate of 
domestic inflation than the west European average but 
also a more unstable one. 


Although the acceleration of price inflation was general 
there was a tendency for the intercountry variance of 
rates of increase to rise again in 1973. The intercountry 
differences among the west European countries had pre- 
viously fallen continuously from 1968 through 1972 to 
the point where the average increase of 7.1 per cent in the 
last quarter of 1972 had a standard deviation of only 0.71; 
at this level of variance many of the bilateral differences 
between individual countries are probably within the 
margin of error of any comparison between non-identical 
national price indexes. 


а 
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Consumer price changes, 1960-1973 
(Percentage change over previous year) 


1 See 
1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 
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Source: OECD, Main economic indicators, Paris. 


Note. — ‘“‘Western Europe” refers to the unweighted average 
of 13 countries; 1973 refers to the average of the first three quarters. 
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TABLE 1.6 


Annual and quarterly changes in consumer prices 
(Percentage change over corresponding period of previous year) 


1972 1973 
РЕ. ТЕР ees Е 
Country 1971 1972 1973 I И Ш IV 1 И Ш IV 
AUS ea ete с. ай 6.3 7.6 Sif 6.0 6.3 7.4 7.9 7.8 i ie 
Веди sea niece eles es 4.3 5,5 7.0 БР 5.0 55 6.1 6.9 Jee, - re 
Denmark... .uee A ear 5.9 6.5 9.3 6.4 6.4 6.5 7.0 > 8.6 9. у 
а и и о. 6.5 АЛ ИЯ 6.7 7.8 7.0 Jal 9.2 9.5 13.4 14.6 
О ЖИ les ater tee 55 6.2 Wes Seu 55) 6.2 6.8 6.5 ell 7.6 ie 
Germany, Federal Republic of . . Sys 55 6.9 53 5.0 5.6 6.2 6.5 79 6.9 Е 
О и», aaa Ae f 8.9 8.7 11.4 9.3 8.0 8.9 8.2 10.0 НЕТ 11.2 2. 
У се 4.8 Бой 10.8 4.8 5.0 6.0 7-2. 8.8 tial 11.6 1.2 
ЕВ с о ара aes 165 7.8 8.0 7.9 7.8 7.4 8.1 И 8.2, 8.2 8.0 
Е ааа о eo mira. tee 6.2 И. es 6.1 ИТ 7.9 РИ 7.4 7.8 7.0 = 
Swedenim case meer hats 7.4 5.9 6.7 5.0 6.5 6.4 5.8 6.0 6.7 6.5 и 
Switzerland ...... 6.6 6.7 8.7 6.6 6.5 6.6 7.0 fet 8.2 8.3 10.7 
ес ооо 4 5 6 6 6 oO 6 9.4 al 9.2 8.0 6.2 6.5 ae, 7.9 9.3 9.2 10.3 
West European average 6.4 6.6 8.6 6.4 6.4 6.7 7.1 ий 8.5 8.7 9.6 
Wintel Е соо b o 5 Bo 4.3 33 6.1 35) a 3.1 85 4.1 55 6.9 8.4 ° 
Фа Cyt etary Leste: 2.9 4.8 7.6 4.8 4.3 4.8 50) 5.9 7.3 8.2 9.0 
FUER DEN ah Meee Bhs (poke a ne al ie 6.1 4.5 ИИ 4.3 4.6 4.5 4.5 Ei 10.5 12.8 16.4 
Si Pil sia ae psy обои he es ne ee EE eee 


Sources: national statistics and OECD, Main Economic Indicators, Paris. 


This widening of intra-European rates of price inflation 
is most probably due to differences in the movements of 
effective national exchange rates, which increased the dif- 
ferential impact of the world commodity price boom 
(particularly of industrial raw materials) on national 
economies, and to differences in the degree of price con- 
trol, particularly of food, the largest single item in most 
national price indexes. 


Instead of decelerating in 1973, consumer food prices 
rose on average in western Europe by 9.3 per cent com- 
pared with 6.9 per cent in 1972 (table 1.7) higher than 
the rise in all consumer prices. The rise was particularly 
sharp in the first half of the year, but there was some 
deceleration in the second half reflecting better supplies 
and the widespread introduction cf price controls. The 
reasons for this continued rise were largely those which 
provoked the 1972 rise. The bad harvests of 1972 led to 
sharply rising prices in the first half of 1973, and although 
the 1973 harvests were record, world grain stocks were at 
their lowest level for 25 years. Feed-grains and other 
feeds such as fish meal were also in short supply leading 
to sharply higher prices for beef and other meat products. 


Supply shortages have also been exacerbated by price 
controls (including freezes) on food products; in the 
United States farmers faced with rising feed prices and 
frozen retail prices reacted by cutting back on livestock 
numbers—after the ending of the freeze in July food prices 
rose considerably. 


The impact of rising food prices on domestic price in- 
flation is shown in table 1.8 which sets out the ргорог- 
tionate contribution of the rise in food prices to the total 
rise in each national consumer price index. In 1972, food 


prices accounted, on average, for about two-fifths of the 
total rise in consumer prices and the average proportion 
in 1973 was slightly higher; but in the second quarter of 
1973 the average proportion was about 45 per cent and 
for five of the west European countries in table 1.8 as 
well as for the United States and Canada it was more 
than 50 per cent. Moreover the relative price of food 
rose so that its contribution to the over-all price rise was 
generally greater than its weight in the various indexes— 
this was true for nine of the 16 countries in table 1.8 in 
1972, but in the first half of 1973 the only exceptions were 
the Federal Republic of Germany, the Netherlands and 
Switzerland. The relative increase of food prices was 
greatest in the United States, its contribution to the over- 
all price increase rising in the third quarter of 1973 to 
more than 2.5 times its weight in the index. These devel- 
opments in the politically sensitive area of food prices in 
the first half of 1973 provide the essential background to 
the widespread introduction or intensification of price 
controls in 1973, often on foodstuffs alone, as well as 
other measures such as temporary relaxation of import 
controls and duties on foodstuffs, the introduction of food 
subsidies, the lowering of VAT rates on food at the 
expense of other products, and so on. The-impact of 
these measures probably accounts in large measure for 
the sharp fall in relative food prices in the last quarter 
of 1973—in western Europe they were continuing to rise 
only in Denmark, France, Ireland and the United King- 
dom. In North America and Japan the relative price 
rise continued in the last quarter, but showed signs of 
decelerating. 


The effect of the rapid increase of oil prices in 1973 on 
consumer price indexes has probably been quite small. 


Developments in 1973 


See ee 
ple TABLE 1.7 
р Annual and quarterly changes in consumer food prices 
(Percentage change over corresponding period of previous year) 
ee ee ee БИ рАКЙ 
Country 1971 1972 1973 I IT Ш IV 

Austria ай 3.6 6.2 WS 8.8 8.9 6.5 5.9 
Belgium 1.9 6.6 8.0 8.9 9.9 7.0 6.3 
Denmark 4.9 7.0 11.0 8.8 10.6 12.0 12.4 
Finland . 4.1 9.0 И 11.6 il 12.8 Lies 
France 4 eC ies а ле Neat ote 6.4 7.0 9.7 8.4 9.6 10.3 10.6 
Germany, Pederal Republic of Be eos 3.8 5 7.6 И 9.5 Heil 5.6 
Ireland 8. ь Sh fn fos bean sa ee a 6.7 8.6 135 12.2 14.7 1 14.4 
Italy¢ le er eat lear fe Deer er ee 4.0 6.3 12.0 10.6 ИЗ) 12.7 И 
ее ал: и ее 4.0 6.2 7.3 Tel 7.9 7.6 6.6 
ОО, ое BA me ig on Milan eae ae Ae ened mere 78 6.1 7.8 8.1 8.0 6.5 6.4 
Sweden MRA Mast) Seba” SP at pals 9.3 7.6 6.9 6.9 Hell 6.1 6.4 
а, Wn Aue eae wees Е ее о 6.2 6.7 6.3 7.8 6.6 pe? 5.6 
КЕ Gham ооо о о о о cers) «i lowe ye 9.2 И 11.5 9.1 12.3 Diet 1355 

РЕ Еииорейт GVEFABe высь чье 35) 6.9 9.3 8.9 10.0 9.0 9.0 
United States 4 3.0 4.4 14.5 8.0 РЯ Lies 19.5 
Canada 1.4 6.6 12.6 9.3 11.4 13.8 15.4 
Japan . meee ce Sil Shi 12.3 ell 11.0 13.6 en 


Еж 


Sources: OECD, Consumer Price Indices (quarterly supplement to Main Economic 
Indicators) Paris; and national statistics. 


a Excluding tobacco. 


6 Quarterly data refer to mid-February, mid-May, mid-August and mid- 
November; annual data are averages of these. 


TABLE 1.8 


с Excluding restaurant meals. 
а Excluding drink and tobacco. 


The contribution of food prices to the total rise in consumer prices 


ee 


Country 


Austria 
Belgium 
Denmark 
Finland . 
France @ . 


ее, Federal Republic af : 


Ireland ® 
Italy 8 
Netherlands 8 
Norway . 
Sweden 
Switzerland 


United Kingdom ....... 


United States ” 
Canada 
Japan . 


Sources; OECD, Consumer Price Indices (quarterly supplement to 
Indicators), Paris; and national statistics. 


а 1966, 
b 1964. 
c 1967. 
d Excluding tobacco. 


aaa aS 


November; anaual data are averages of these. 


f 1968 (for Ireland, mid-November). 
g Excluding restaurant meals. 
h Excluding drink and tobacco. 


(Percentages) 

Weights, = 
1970 1972 1973 1 И Il Iv 

Bo 22 38.2 38.2 42.5 43.9 Sifel| 30.0 
41.6¢ 49.4 47.1 52.4 56.1 42.8 37.6 
32.3 34.6 379 37.6 39.5 40.2 Boul 

35:65 43.7 33.7 43.4 41.6 34.2 28.0 
38.2 7.4 51.3 50.3 52,5 52.6 50.4 
35.5 34.2 35.5 40.1 42.4 33.5 25.6 
48.17 47.2 55.7 57.0 ед 53.6 955) 
43.3 47.7 48.2 51.3 51.6 47.5 43.8 
БЫ 26.8 30.6 31.5 32.0 30.8 27.6 
33.77 28.8 35.0 36.9 34.3 31.8 28.9 
36.5 47.5 38.2 43.0 42.9 35:2 8.5 
36.09 36.3 DS) 36.0 28.9 22.8 18.9 
42.8 42.6 53.1 49.1 55.0 55 SPL) 
22.2 29.4 51.6 43.7 50.8 56.5 52.0 
Эл 45.0 52.6 576 55) 52.8 52.8 
43.1 359 44.7 46.4 44.9 45.1 44.4 

Мат Economic е Quarterly data refer to mid-February, mid- May, mid-August and mid- 


Most of the indirect effects,2* which are the important 
ones, will only work through to higher consumer prices 
in 197427 when their impact is likely to be relatively 
greater due to lower rates of productivity growth. Oil 
prices were of course rising before the October war in 
the Middle East but their indirect effect on consumer 
prices was probably small, particularly given the generally 


26 That is, the effects of higher input prices on other items in the 
indexes and the secondary effects of another twist in the price-wage 
spiral. 

27 See section 2 below. 


very high rates of productivity growth in manufacturing _ 
industry in 1973. Higher oil prices affect the consumer 
price index directly mainly by raising prices of domestic 
heating oil and of gasoline for private and public trans- 
port. Both these items have relatively small weights in 
most indexes which means that the direct effects are likely 
to be small. Table 1.9 sets out increases in the consumer 
price of “fuel and light” for a number of countries and 
table 1.10 shows the percentage contribution of the rise 
in “fuel and light” prices to the total increase in consumer 
prices. The importance of direct consumption of petrol 
and oil for private motoring is very small and is not 


TABLE 1.9 


Annual and quarterly changes in consumer prices for ‘ие! and light”’ 


(Percentage change over corresponding period of previous year) 


1973 
Country 1972 1973 Т Tr Til IV 
Austria 4.0 5.9 5.1 6.7 5.2 6.7 
Denmark 0.2 14.3 6.2 8.2 11:4 30.8 
Finland 4.3 8.8 32 6.1 9.4 172 
France a tee aoe 2.8 4.0 1.8 2.4 3.5 8.4 
Germany, Federal Republic of . 4.5 16.4 TS 10.2 16.1 S11 
Treland Pe ee 10.0 Tal 7.6 8.7 5.8 6.6 
Italy — 0.8 —1.6 —1.2 —0.4 6.5 
Netherlands 4.3 4.6 РЕЙ 3.0 5 7.3 
Norway . see) 6.7 4.0 4.7 6.7 ii. 
Sweden 0.6 OES 8.2 122 23.9 43.0 
Switzerland . —2.6 29.1 ET 15.8 27.9 63.4 
United Kingdom . 7.8 2.8 5.4 1.8 2 3.0 
United States 4.2 7.0 4.5 5.4 6.2 11.0 
Sources: national statistics. 
TABLE 1.10 


The contribution of ‘‘fuel and Ной? prices to the total rise in consumer prices 


( Percentages) 


Weight in = = — is 

Country national index 1972 1973 I И ПИ ti 
Austria 5.6 (1966) 3.6 4.4 Shi) 4.8 4.2 4.8 
Denmark 4.2 (1954) 0.3 6.5 3.6 4.1 4 9 11.4 
Finland . 37 (1967) 2.5 2.9 1.5 2.5 27 4.5 
В Sail ox Sn 5.3 (1971) 235 2.9 1.4 17 2.5 51 
Germany, Federal Republic of . 4.6 (1970) 3.6 10.8 5.5 6.2 10 4 19.4 
ireland 5.5 (1968) 6.6 306 4.4 4.2 3.1 3, 

aly 3.5 1970 = : 3 0. 

Netherlands 5.1 и 2.6 ”. _ Е. и г 
Norway . 4.3 (1968) 3.3 3.8 2.3 2.5 4.1 abs 
Sweden 3.9 — (1970) 0.5 рб 5.2 6.9 13.9 213 
Switzerland : 6.0 (1966) 2.4 18.7 ов 10.8 18.2 о 
United Kingdom . 6.1 (1970) 6.7 1.9 4 р 08 est 
United States 3.4 (1963) 4.4 4.1 3.9 3.6 зо д 


Sources; national statistics. 
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considered here (for example, the weight of these items 
in the consumer price index is 1.3 per cent in Switzerland 
and about 2 per cent in the Federal Republic of Germany). 
Since fuel oil is only a sub-item of “fuel and light” table 
1.9 will understate the actual rise in domestic oil prices 
since prices of solid fuels and electricity have generally 
risen by much less than fuel oil; but table 1.10 may over- 
state the contribution of oil prices to the over-all increase 
by over-weighting the oil price—the latter may thus be 
taken as maximum estimates of the direct effects of higher 
heating oil prices. 


Consumer prices for “fuel and light” were generally 
much higher in 1973 than in 1972, the annual rate of 
increase tending to accelerate sharply through the year. 
There are, however, very large differences between indi- 
vidual countries which to some extent reflect likely vari- 
ations in the importance of oil in domestic heating, but 
they also reflect different national policies with respect 
to oil prices and the extent to which individual countries 
actually had to buy oil at some of the very high market 
prices that were recorded in the last quarter of the year. 
The Federal Republic of Germany, Sweden and Switz- 
erland show by far the largest rise in “‘fuel and light” 
prices and the latter two are both countries which buy 
the greater part of their petroluem products on the (re- 
sidual) world markets. Most of the other countries except 
Finland ** in table 1.9 have a much higher ratio of refining 
capacity to domestic needs and consequently would have 
had reserves of crude oil to dampen the immediate effects 
of the post-October crisis. However a major factor de- 
termining the impact of higher heating oil prices on the 
consumer price index in any given period is the existence 
or otherwise of direct price controls—in the Federal 
Republic of Germany there are no such controls, nor in 
Switzerland on heating oil, so the effect of the rise in fuel 
oil prices can be expected to come through on the index 
very quickly. In most of the other west European coun- 
tries direct controls of various types either suppress some 
part of the potential price rise or, through compulsory 
notification requirements, for example, lengthen the time- 
lag between a given import price rise and its impact on 
the consumer price index. Italy is exceptional in that fuel 
and light prices appear to have fallen in the first three 
quarters of 1973—this is mainly the result of Government 
controls which resulted in only a slight increase in petro- 
leum prices, and a slight fall in electricity prices; but this 
is misleading in so far as not all consumers may get fuel 
oil supplies at the official price. 


The proportionate contribution of fuel and light to 
the over-all rise in consumer prices is shown in table 1.10. 
In 1972 relative prices of “fuel and light” fell in most 
countries thus exerting a breaking effect on the over-all 
rise. This is particularly noticeable in Switzerland and 
Sweden which were then benefiting from the much lower 
prices on the (residual) free market; but in 1973 the con- 
tribution of “fuel and light” immediately rose sharply in 


28 Finland gets most of its oil from the Soviet Union under a 
long-term agreement. This has recently been renegotiated with 


the effect that higher oil prices will have a considerable effect on 
the Finnish consumer price index in 1974. 


the first quarter of the year and rose steadily thereafter.” 
The contribution generally rose elsewhere, particularly in 
the last quarter, but compared with Sweden, Switzerland 
and the Federal Republic of Germany, the rise in the 
relative price of “fuel and light” was much less; indeed 
for several countries the relative price of ‘fuel and light” 
fell in 1973 as a whole. This is a somewhat crude arith- 
metical exercise, but it does suggest that apart from 
Sweden, Switzerland and the Federal Republic of Ger- 
many, the direct impact of higher oil prices on consumer 
prices has been very small, but this may to some extent 
reflect the relative severity of direct price controls. 


As for the other major components of the consumer 
price index, rents and other service prices generally rose 
at about the same rate as the index as a whole while goods 
prices rose somewhat less (except in the Federal Republic 
of Germany in the third quarter). Goods prices were 
generally higher than in 1972 (except possibly in the 
United Kingdom) but they had a braking effect on the 
total index in that their proportionate contribution was 
less than their weight in the index. 


Average hourly earnings generally appear to have risen 
slightly faster in 1973 than in 1972; for the nine west 
European countries in table 1.11 they rose in 1973 by 
some 13 per cent. Only in Sweden was there any dece- 
leration in 1973, although in Austria there was a steady 
deceleration through the first three quarters of the year. 
However these money gains were quickly eroded by price 
changes—in 1972 the average increase in real hourly 
earnings was just over two-fifths of the rise in money 
terms, but in the first half of 1973 the real gain was only 
about one-third of the money gain. (This proportion, of 
real to money gain, ranges widely from about 15 per cent 
in Sweden to just over 50 per cent in Belgium.) Except 
for Norway and for the Federal Republic of Ger- 
many, the rise in 1973 real earnings appears to have been 
less than in 1972. For France, Italy, Netherlands and 
Switzerland only data on wage-rates in manufacturing or 
industry are available (table 1.12)—these also show an 
acceleration in the 1973 rate of increase in money terms 
in all four countries, but with real gains considerably less. 
In Switzerland, the rise in real hourly wage rates in indus- 
try in 1973 was minimal and less than 5 per cent of the 
money rise.?° Except for Ireland, Sweden and the United 
Kingdom, unit labour costs for the total economy rose at 
a faster rate than in 1972 (and, on incomplete data this 
also appears to be true of manufacturing industry al- 
though the rise was less than for the total economy). 
Productivity rose at relatively high rates in 1973, and for 
manufacturing at higher rates than in 1972 (table 1.5). 


29 For Switzerland heating oil accounts for just over one-third 
of the total weight of “fuel and light’. Between January and 
December 1973 the other items in the group rose very little in price 
—solid fuels 4 per cent, gas 2 per cent, electricity 5 per cent—but 
that of heating oil rose 177 per cent. Source: Département fédéral 
de ’économie publique, La Vie économique, Berne, January 1974. 

30 According to the official annual wages and salaries survey, 
hourly earnings in industry and construction rose by 12.3 per cent 
in money terms and 2.3 per cent in real terms, between October 
1972 and October 1973. 
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i ise 1 i ds) appears to. 
For the total economy there was some increase on the rise in producer prices (of consumer gooc 
1972 rate in Finland, France, the Federal Republic of have been generally larger than the rise in unit labour 
Germany and, possibly, Ireland but elsewhere the fall costs, except in the Federal Republic of Germany, so 
was generally quite small. Again on incomplete data, the profit margins probably rose in 1973. 


TABLE 1.11 


Annual and quarterly changes, in money and in real terms, of average hourly earnings in manufacturing 


(Percentage change over corresponding period of previous year) 
A = change in money terms В = Change in real terms 4 


1972 1973 


Country 1971 1972 1973 I I Ш Iv il II Ш Iv 


Austria В» ¢ 


Ue Sy OE ia ee een ne ae 13.6 11.6 I267) ee 10.1 12.4 15:2 ИГ ES 10.0 16.0 

Be ae has Sere tas he oe eee 8.5 5.0 4.7 1.7 8.9 57 WE 4.4 3.8 29 7.8 
Belgium ‘ 

А еее ОА 12.3 13.9 16.1 12.4 13.4 14.6 15.0 15.6 ТД ey: 16.3 

В ee ee Cae, Ar ea 8.0 8.5* 6.8 8.0 8.6 8.4 8.1 9.2 8.0 8.7 
Denmark 4 

AOR. И г. ое. Bee 15.1 12] 15.6 14.3 ПРА 10.6 ПН 11.1 14.4 ТУ 19.4 

В. 0: И ep Pa 8.7 Se) 5.8 7.4 59 3.8 3.8 5:3 5.3 6.8 92 
Finland 

A ee Re re ere cet te №: 3 14.7 13.8 15.8 12.5 16.6 14.1 1252 135 15.6 16.3 16.5 

Be о с ИР Пой 6.3 вый 5.4 8.2 6.6 4.8 В 5.6 2.6 | 
Germany, Federal Republic of ® 

р es Cee оке 11.0 8.7 10.8 8.5 9.3 8.6 8.6 o> 10.6 LES 11.1 

В 5.4 3.0 3.6 3.0 4.1 2.8 23 2.8 3:1 4.3 35 
Ireland 

LA ert Raed ceria. acre © 16.1 14.9 19.0 НЫ 14.7 ISO) 15.1 14.0 19.7 21.8 20.0 

С ОЕ 6.6 эй 6.8 5.9 6.2 4.6 6.4 3:6 7.2 9.5 6,6 
Norway o,f 

ASRS EWP ees Merete oe, See are os 12.4 8.9 10.3 9.5 7.9 8.9 1 9.6 И 10.3 10.5 

Вор ce oe Oe 5.8 1X6 De], 3.0 0.7 0.9 3 2.0 3 ви 2.8 
Sweden © 

и Ora 10.8 2 8.08 11.2 2.1 10.7 10.7 8.68 7.08 8.08 8.48 

Bete, chee ee ec ФМ 3.2 5.0 ilar? a9 3 4.0 4.6 Dad 0 1.4 0.7 
United Kingdom 

NOES he ea eons ое is 1229 Bh? 10.04 ИО ТА 14.8 13.34 129 13.3 13.4 

Во иная ея a et Secs ой! 5.4 Sail ED Sez 5.8 6.6 5.0 Sel 3.8 2.8 
Canada 

о: Gee ey 25 9.0 7.9 8.7 The? tke’ 8.2 8.2 8.5 8.9 8.4 

doy Smear Or aaa aero eeT aMeh Se 3.0 1.0 a 2.9 3.2 2. 2.5 I 9.2 0 
United States 

A Е cane: т 6.2 6.6 6.9 6.0 6.3 6.6 7.6 6.9 6.5 У 7.0 

{oe ee ven et SS CNR, ЗВОН 1.8 3:2 Я 2.4 3.0 3.4 4.0 DR 0.9 0.2 —1.3 

Sources; national statistics. е Quarterly data ref January С т ВЕ в. 

а Change in money .erms deflated by change in consumer prices. Fumie ok с 

6 Monthly earnings, & Possible retroactive supplements excluded, 


Includes mining. h Based on January and March (Jabour stoppages in February 1972). 


d Includes construction. 
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a TABLE 1.12 
Annual and quarterly changes, in money terms and real terms, of average hourly wage rates in manufacturing 
(Percentage change over corresponding period of previous year) 
A = Change in money terms B = Change in real terms 2 
eee ee ee See eT ee are SF ey И злее se И ВН Sah) ee eee ne 
1972 1973 
Country 1971 1972 1973 I И Ш IV 1 П Ш Iv 
France 8 
AMR Best т, 
tad rcalania inate a 11.3 14.1 11.0 11.0 ie 11.6 1257 13.3 14.7 15.6 
a Foe ones i 4.8 6.3 5.0 5.2 4.7 4.5 5.8 5.8 6.6 6.7 
Пай © 
Е. 
р ча 13.5 10.4 24.3 9.0 8.8 10.6 13.0 151 24.2 28.3 28.7 
hae ee orks О: 8.3 4.4 122 4.0 3.6 4.3 5.4 5.8 11.8 15.0 И 
Netherlands 4 
e Tre sss he se eats Lennie ys И 12.5 13.6 13.8 13.0 12.2 ile) 12-2 13.4 14.3 14.5 
sy hey git rte Ma Rat 3.8 4.4 5:2 555 4.8 4.5 В. 4.2 4.8 5.6 6.0 
Switzerland & 
AS, "р Ree ee 9.6 8.8 УТ 9.1 9.0 
ae a й : ь ; A 8.7 8.5 9.3 9.0 9.0 9.2 
а 2.8 2.0 0.4 2.3 23 2.0 1.4 1.5 0.7 0.6 —1.4 


Sources: national statistics. 
a Change in money terms deflated by change in consumer prices. 
6 Quarterly data refer to January, April, July and October. 


(iv) Foreign trade and payments 


FOREIGN TRADE 


1973 was marked by an exceptionally fast expansion of 
the volume of world trade, an unprecedented rise in 
commodity prices, a further move towards floating ex- 
change rates and substantial fluctuations in these rates, 
and large changes in the trade balances of most of the 
major economies. The increases in oil prices announced 
by the major producing countries towards the end of the 
year introduced a new, and potentially highly desta- 
bilizing, factor into international trade. As trade data 
for the final quarter reflect to some extent these oil price 
increases (as well as the supply restrictions),*! this section 
covers only developments in the first three quarters of 
1973. The effect of the increase in oil prices on western 
Europe’s trade is examined in the section on prospects 
below (see section 3 of this chapter). 


In the first three quarters of 1973 the volume of world 
trade (excluding the centrally planned economies) was 
some 13 per cent higher than in the same period of 1972, 
one of the highest rates in the post-war period. But al- 
though this rate of growth was about what would be expec- 
ted from past relationships between import and domestic 


31 The statistics so far published show that the average unit 
values of imported oil began to rise sharply in October and 
November. It is likely to be some time, however, before the effects 
on the volume of oil imports of the cut-back in supplies and the oil 
embargoes can be identified in full. 


с Excludes family allowance. 
d Males. 
е Industry. 


growth, the expansion of import demand was distributed 
very unevenly. In particular, Japanese imports increased 
much more, and United States’ imports considerably less, 
than would have been expected from past experience. 
These developments are likely to have reflected the effects 
of the cumulative changes in exchange rates since 1971, 
although other factors also appear to have played a role. * 
In addition to the marked upturn in demand in western 
Europe, international trade was also boosted by strong 
demand from the developing countries and from eastern 
Europe. 


The aspect of international trade that has attracted most 
public attention in western Europe over the past year has 
been the sharp rise in the prices of primary commodities. 
In brief, prices of several major commodities, particularly 
agricultural, began to increase quite sharply towards the 
end of 1972, this development gathering pace and spread- 
ing to most other commodities during the first eight 
months of 1973.33 By August, the prices in terms of US 
dollars and sterling (the currencies in which most com- 
modity prices are quoted) of the great majority of inter- 
nationally traded commodities were substantially higher 
than the levels in recent years. The commodity price 
boom during the year to August 1973 was due to a num- 
ber of factors, of which the most important would seem 
to have been: the poor harvests in several major pro- 


32 For instance, the release of metals from the US official stockpile. 

38 рог an examination of the development of commodity prices 
up to the late summer of 1973, see Economic Bulletin for Europe, 
vol. 25, pp. 17-22. 
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ducing areas in 1972; the rapid upturn of production in 
the industrial countries towards the end of 1972 at a 
time when stocks of industrial materials were generally 
low; interruptions to the supply of many commodities ; 
an upward adjustment of dollar prices of some commeodi- 
ties following the Smithsonian Agreement; and spec- 
ulative and precautionary demand engendered by cur- 
rency uncertainties. 


In September, market prices of a number of major 
agricultural commodities declined somewhat, appar- 
ently in response to the improvement in the supply 
situation following the good harvests in the northern 
hemisphere. Prices of some metals were also lower, due 
possibly to the growing expectation of a marked slow- 
down in world industrial production in 1974. The 
strengthening of the US dollar on the foreign exchange 
markets may also have had some effect. 


But this easing of prices proved short-lived, the rise 
resuming in October. The initial cause of this renewed 
upsurge appears to have been the outbreak of hostilities 
in the Middle East and the uncertainties caused by the 
major oil producers’ policies concerning prices and sup- 
plies. Spot prices for most major metals rose dramatically 
in November and early December, but fell sharply in the 
middle of the month. Then, once again, prices began to 
rise and there has been a strong upward trend in the spot 
price of most metals during the first two months of 1974. 
Prices of several important agricultural commodities, 
including wheat, maize and sugar, have also risen sharply 
in recent months. 


The upsurge in commodity prices since October seems 
to have reflected speculative and precautionary demand 
stemming from currency uncertainties and inflationary 
expectations rather than basic demand/supply imbal- 
ances. Given the slow-down in world growth that has 
already begun, producers’ demand for most primary 
commodities is likely to have weakened significantly. A 
major unknown factor at present is the amount of stocks 
held by speculators. 


The third major development in international trade in 
1973 was the further disintegration of the Bretton Woods 
system of fixed exchange rates. By the end of the year, 
several of the major currencies were floating against each 
other, although five of the original six members of 
EEC, together with Denmark, Sweden and Norway, 
were maintaining a joint float against other currencies. 
With the floating of the French franc in January 1974, 
the EEC plans for monetary union were suspended, at 
least temporarily. 


The move towards floating exchange rates has gen- 
erally been due to the difficulty of maintaining fixed rates 
in the face of large-scale capital movements, rather than 
an attempt to use exchange rate changes to restore 


34-35 Рог instance, the London Metal Exchange cash price for tin, 
which had increased from about £1,600 per ton at the beginning 
of 1973 to £2,200 per ton at the beginning of October (at that time, 
an all time high) rose to over £3,000 in early December, fell to 
£2,400 by mid-December, and then started rising again; by the end 
of February 1974, the price had reached almost £3,500 per ton. 


balance-of-payments “equilibrium” (a term which, with 
the increase in oil prices, now has little significance). © 
Nevertheless, changes in the effective exchange rates of 
the major currencies were, until the summer of 1973, in 
the direction required to reduce current account imbal- 
ances: depreciations of the US dollar, sterling and lira, - 
and appreciations of the Deutschmark and the yen. These 
exchange rate changes contributed to substantial reduc- 
tions in the United States and Japanese imbalances. In 
the first nine months of 1973 the United States recorded a 
small trade surplus (exports f.o.b. minus imports f.0.b.) 
compared with a $4.6 billion deficit in the corresponding 
period of 1972, while the previous Japanese surplus was 
eliminated. By contrast, the exchange rate changes had, 
if anything, a perverse effect on the trade balances of 
Italy, the United Kingdom and the Federal Republic of 
Germany. In the first nine months of 1973 the deficits 
(exports f.o.b. minus imports c.i.f.) of Italy and the 
United Kingdom were respectively $3.6 billion and $2.8 
billion larger than a year earlier, while the Federal 
Republic of Germany’s surplus rose by $4.7 billion. Other 
factors besides the exchange rate changes played a role 
in these large swings in trade balances: for instance, the 
United States benefited from exceptionally buoyant de- 
mand, and high prices, for agricultural exports, while 
Italy, the United Kingdom and Japan, being relatively 
large importers of primary commodities, were especially 
hard hit by the commodity price boom.** But even after 
allowing for these factors, the difference in the impact of 
exchange rate changes remains striking. 


Given the fact that the direct effects on western 
Europe’s trade of the swings in the trade balances of the 
United States and Japan were not very large (and were 
partly offsetting), the main impact of the above develop- 
ments in world trade might have been expected to be a 
fairly pronounced deterioration in the region’s terms of 
trade, since western Europe is a net importer of most 
major primary commodities. However, as measured by 
the United Nations indices (based on US dollars), west- 
ern Europe’s import unit values in the first three quarters 
of 1973 were about 20 per cent higher than a year earlier, 
while export unit values were up by some 18 per cent, 
implying a terms of trade loss of about 2-3 per cent for 
the region.®’ This deterioration simply reversed the gain 
in 1972. In the third quarter of 1973 the terms of trade 
were at the same level as in 1971 and were still marginally 
above the level recorded throughout the 1960$. As 
shown below, however, there were significant differences 
between the aevelopment of individual west European 
countries’ terms of trade in this period. 


The terms of trade loss was partly offset by a faster 
expansion in the volume of western Europe’s exports than 
of its imports—increases of some 14 per cent and 12 per 
cent respectively, in the first three quarters of 1973 over 


oe Italy's exports were also affected by strikes in the first quarter 
and imports may have been inflated by stockbuilding in anticipation 
of the currency depreciation. 

к See United Nations, Monthly Bulletin of Statistics, January 
1974, special table B. 


a year earlier. Exports were stimulated by buoyant de- 
mand in the rest of the world, especially in the developing 
countries and in eastern Europe. As a result of the ex- 
ceptional volume growth of trade together with the large 
increases in dollar unit values, the value of trade in terms 
of dollars increased at remarkable rates: in the first nine 
months of 1973 both imports and exports were up by 
more than one-third on the level in the same period of 
1972. The rates of increase of imports from all major 
regions of the world rose sharply in this period, with a 
particularly large acceleration for North America (see 
table 1.13).°° But the most notable development was that 
western Europe’s imports from the developing countries 
increased as rapidly as intra-west European trade. Fur- 
thermore, this was not attributable to oil, imports from 
the oil producing countries rising in this period at a 
slower rate than imports from the developing countries as 
a whole. It appears that exports of the more developed 
of the developing countries fared particularly well in the 
markets of the industrialized countries in 1973. 


Western Europe’s exports to all regions also increased, 
in terms of current dollars, at considerably higher rates 
than in the previous year, especially high rates being 
recorded in trade with China and Japan. The region’s 
trade balance (exports f.o.b. minus imports c.1.f.) with 
the rest of the world worsened by some $4.6 billion, due 
largely to increases in the deficits with North America 
and with the developing countries. 


The acceleration in the rate of growth of international 
trade in 1973 affected all west European countries. Nev- 
ertheless, the rates of growth of trade, as well as exchange 
rate changes and the impact of the commodity price 
boom, differed significantly between some countries.” 


In most countries, imports paralleled the upturn in 
domestic demand that began towards the end of 1972 and 
continued at a high level in 1973. For Austria, Belgium, 
Denmark, Finland, France, Ireland, Norway and the 
United Kingdom, the volume of imports in the first nine 
months of the year was substantially higher than a year 
earlier. A particularly large rise occurred for Denmark 
and, possibly, also for Ireland. For Denmark, this may 
have been due in part to the removal of the import duty 
early in the year. The volume of imports was also up 
sharply in the Netherlands and Italy, although the pres- 
sure on resources was not particularly strong in either 
country. 


By contrast, the increases in import volumes for the 
Federal Republic of Germany, Sweden and Switzerland 
were fairly modest. For all three countries the elasticity 
of import growth with respect to GDP in this period 


appears to have been significantly lower than in the other 


38 Table 1.13 is based on OECD statistics, which differ slightly in 
coverage from the United Nations statistics on which the above 
statements concerning volume and unit value changes are based. 
It should also be noted that the 1973 figures in table 1.13 are partly 
estimated. 

39 Ге following paragraphs outline the principal developments 
in industrial west European countries’ trade in 1973: for a descrip- 
tion of developments in the trade of the south European couniries, 


see section 4 (ii) of this chapter. 
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west European countries. For Sweden this was probably 
attributable to relatively weak domestic demand and 
under-utilized capacity. The relatively slow growth of 
German and Swiss imports is more puzzling. Capacity 
utilization was quite high in both countries and their 
currencies had appreciated over the past two years against 
all other currencies except the yen: in July 1973 the effec- 
tive appreciation of the Deutschmark against its Smith- 
sonian rate amounted to 25 per cent, and that of the 
Swiss franc to 18 per cent. In spite of these revaluations 
both countries also achieved large increases in export 
volumes, Switzerland by about 12 per cent and the 
Federal Republic of Germany by as much as 20 per cent, 
implying a significant increase in market shares. 


Exceptionally large rises in the volume of exports were 
also recorded by the Netherlands and Sweden, both of 
which must also have increased their market shares. 
Austria, Belgium, France, Ireland and the United King- 
dom increased their exports at around the average rate 
for the region, while those of Denmark, Finland and 
Italy rose somewhat more slowly. The marked slow- 
down in the rate of expansion of Finland’s exports in 1973 
was due mainly to the lack of raw material supplies to the 
forest industry. Italian exports were affected by the strikes 
in the first quarter but picked up later in the year. 


Even before the oil price increases towards the end of 
the year, foreign trade prices were rising sharply in в 
under the impact of the pressure on domestic costs and 
prices and the upsurge in commodity prices. For a num- 
ber of countries, currency devaluations also added to the 
pressure on import prices. As a result of the differing 
impact of these influences, changes in individual coun- 
tries’ terms of trade differed significantly. 


Terms of trade losses for Italy and the United Kingdom 
have been considerable: some 12 per cent and 15 рег cent, 
respectively, between the thira quarters of 1972 and 1973. 
This was due largely to the depreciation of their cur- 
rencies, but because of their relatively large net imports 
of primary commodities, both countries are likely to have 


Terms of trade (1970 = 100) 


ar TY 


1972 1973 

Country И Iv 7 И Ш 

АА по оо ое 95 97 94 95 96 
Denmark «= 2 9 = ae 101 102 106 106 193 
Finland’ » ое of wie 95 96 101 98 ль 
Е о мо бы 103 103 107 106 104 
Germany, Fed. Rep. of . . 107 105 102 102 105 
Italy 5m тор 98 96 95 91 86 
Netherlands 99 99 99 98 96 
Norway ое МА: 97 97 98 191 102 
Sweden . i 102-101 99 98 101 
Switzerland pao № 108 108 107 105 105 
United Kingdom .... . 103 99 97 93 88 
and export values in OECD, 


e: derived from indices of average import 
Main Economic Indicators February 1974. 
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Developments in 1973 
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been hit especially hard by the commodity price boom.‘ 
By contrast, the terms of trade of Denmark and Norway 
improved between the third quarters of 1972 and of 1973 
(although quarterly changes have been erratic). Denmark 
benefited from exports of meat, and Norway from exports 
of pulp (Denmark and Norway may also have derived 
some benefit from appreciations of their currencies). 
Sweden’s terms of trade might also have been expected 
to improve, but showed little change. The largest terms 
of trade gain may have been achieved by Ireland as its 
trade in primary commodities is dominated by exports 
of meat, the price of which rose sharply. Comparable 
figures to those shown above are not available for Ireland, 
but in the first half of 1973 its terms of trade were some 
10 per cent more favourable than in the first half of 1972. 


PAYMENTS 


Current account 


The further acceleration of the growth of output in 
western Europe in 1973 led to a substantial decline of the 
region’s current account surplus, from an estimated 
$6.8 billion in 1972 to $2.6 billion in 1973 (table 1.15). 
This change was more than accounted for by an increase 
in western Europe’s commodity import surplus, which 
was partly offset by invisibles, as the region’s net earnings 
on transport, travel and net receipts of income from 
investment appear to have increased. The fast rate of 
growth of the volume of trade and the exceptionally 
high freight rates in 1973 led to an increase of western 
Europe’s earnings from shipping, particularly in Norway 
and Greece. 


Transactions with the United States accounted for a 
large proportion of the decline in western Europe’s 
current surplus in 1973. According to United States 
data the country’s current balance with western Europe 
declined from a deficit of $4.4 billion in the first nine 
months of 1972 to one of $3.3 billion in the corresponding 
months of 1973. This reflects two divergent movements. 
A swing in the trade balance of the United States with 
western Europe from deficit into surplus which was 
partly offset by an increase of the deficit on invisibles. 
The latter was mainly accounted for by higher net 
payments of income on investments—as income on 
foreign investment in the United States grew fast in the 
wake of an exceptionally high rate of growth of output 
in the United States—and also but to a lesser extent by 
larger net expenditure on travel in western Europe 
(table 1.16). 


40 An examination of the impact on west European countries” 
terms of trade of the rise in commodity prices is contained in the 
Economic Bulletin for Europe, vol. 25. On the basis of trade in nine 
major commodities and price changes for these commodities, 
it was suggested that Italy was likely to have been most adversely 
affected, followed by the United Kingdom and the Federal Republic 
of Germany. At the other extreme, the terms of trade of the Scandi- 
navian countries and Ireland should have benefited from the 
development of commodity prices. The remaining west European 
countries were in an intermediate position, with probably some 
terms of trade loss for Austria and Switzerland and little change 
for Belgium, France and the Netherlands. 


Partly because of transactions with western Europe, 
there was a significant improvement of the current 
account of the United States in 1973. The current 
account swung from a deficit of $8.4 billion in 1972 to 
a surplus of $3.0 billion in 1973. All other main regions 
shared in this improvement. By far the largest changes 
were, however, those in current transactions with 
developing countries and Japan. 


Within western Europe, the largest changes were the 
deterioration of the current accounts of the United 
Kingdom and Italy and the improvement of those of the 
Federal Republic of Germany and, to a lesser extent, 
Sweden. In the United Kingdom where an exceptionally 
high rate of growth of output was recorded the swing 
of the current balance from a small surplus to a sub- 
stantial deficit of $3.6 billion was more than accounted 
for by commodity trade. The increase in the trade deficit 
was largely due to a deterioration of the country’s terms 
of trade, mainly because of the parity realignment and 
the rise of primary commodity prices. The large deterior- 
ation of Italy’s current account followed a similar 
pattern, an exceptionally large deterioration in the 
trade balance being only partly offset by a relatively 
small improvement of invisibles.*1 The swing of Italy’s 
current account from surplus to deficit was associated 
with an acceleration in the growth of domestic demand 
and output. The increase in the current surplus of the 
Federal Republic of Germany, from $1.1 billion in 
1972 to $4.7 billion in 1973, was the outcome of a con- 
siderable rise in the trade surplus that was only partly 
offset by an increase of the deficit on invisibles, mainly 
travel. It was associated with an export led growth of 
output and a relatively slow rate of growth of domestic 
demand, that allowed for a shift into exports. In Sweden, 
the increase of the current surplus by $0.8 billion was 
more than accounted for by an improvement of the 
trade balance, that was only partly offset by a small 
increase of the country’s deficit on invisibles. 


Capital movements 


The United States, the world’s traditional major net 
exporter of private long-term capital, recorded a small 
outflow of private long-term capital of $0.4 billion in 
1973, following a negligible net outflow of $0.2 billion 
in 1972. This minor rise concealed significant changes 
in the flow of foreign direct investment; a steep increase 
was recorded both in US direct investment abroad and 
foreign direct investment in the United States. It reflected 
mainly transactions with western Europe (table 1.16). 


The United Kingdom, also a traditional net exporter 
of long-term private capital throughout the post-war 
years, was a net importer on this account in 1973; this 
amounted to $0.3 billion compared with a net outflow 
of $1.8 billion in 1972. This swing reflected both an 


41 Official data for the whole year are not yet available; the 
official trade data published may conceal capital movements and 
are subject to adjustments. 
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TABLE 1.15 


Current account and changes (over preceding year) in official monetary reserves 
of selected west European countries, the United States and Canada 


(Million current US dollars) 
Е Е prem ml gg ВОВЕ ЕО 


1972 1973 
Current Change i Position | i iti 
Country account ee at и ee oe at р 
Austria 
PAE as ols ohh еее Е —168 376 2719 —350 154 2 873 
оо ов ых и 1 163 399 3 878 1 102 23 5 109 
ena _ eae eR oes ade 2 Ol 133 855 —487 469 1 324 
а рн НИИ re 43 758 = As =i 644 
te arn аа» Rear eatieras милой 1 762 10015 100* —1 486 8 529 
Е Federal Republigioft. 45.4 2. = 1 050 5 128 23 785 4 650 9 362 33 147 
fn Е: о eee aN 131 1 126 —150 —101 1 025 
сес AS le ee ee —708 6 079 —1 500* а 355 6 434 
ene Ne eros ea Ry 1 148 989 4785 ТТТ 1762 6 547 
. ae eee Pee ee —62 171 1325 —342 250 1 575 
_ е — - К Te Be A eg 269 465 11575 1 133 953 2525 
Я SUG а ae < 220 S22 7 488 305 590 8 078 
nited Kingdom PR eee men, re ces 173 —935 5 647 —3 600 829 6 476 
Industmal Burope.. - %. 4 «2... о 2 5 808 8 476 70 035 ТОЙ 14 254 84 289 
р В РП: —25 35 320 —30* —13 307 
Сосо Я Coe IS Me gehc he ee ges —368 507 1 032 —1175 —15 1 047 
Portugal Cee Е ГОР. 484 367 D3 550* 52] 2 833 
ЕВ eee.) pants, ¥e whee vs. foe 653 1 746 5 014 570 1 758 6 772 
Turkey а. —30 640 1401 72 719 2 120 
VAISS ENTeh BES ea ene Be er me 294 518 730 400* 754 1 484 
Зое BUrOpe . 5. «2. sa « ss 8 1 008 3 813 10 809 387 3 754 14 563 
Western Ечгоре....... 6 816 12 289 80 844 2584 18 008 98 852 
С а о шв а —8 353 —40 13 150 3 041 1 228 14 378 
ЕР. ee ри По eee —629 - 349 6 050 —335 —282 5 768 
Sources : IMF, International Financial Statistics, Washington; and national 6 Excluding Iceland and Malta. 
Statistics. 
@ According to official Italian sources, the current deficit for 1973 amounts to 
2.5 billion dollars. The figure in this table includes a secretariat estimate of 
concealed capital flight in 1973. 
increase of foreign investment in the United Kingdom from the United States, mainly in February. It was 


and a decline of United Kingdom investment abroad. 
France recorded a net export of long-term private capital 
in the first nine months of 1973. 


Another significant change in the flow of private 
long-term capital in western Europe was the reduction 
in the net inflow of private long-term capital into the 
Federal Republic of Germany from $5.1 billion in 1972 
to 3.9 billion in 1973. It was mainly accounted for by the 
swing from a net inflow of foreign portfolio capital in 
1972—mainly for the purchase of bonds—to a net outflow 
in 1973, partly because of the measures taken in June 
1972 and February 1973 to curb the net inflow of capital 
into the Federal Republic of Germany. (In June 1972 a 
mandatory authorization for the sale of domestic bonds 
to non-residents was introduced, and in February 1973 
this was extended to domestic assets other than bonds.) 
There was moreover a change in interest rate differentials 
in favour of the United Kingdom in the third quarter 
of 1972. 


The largest changes in the pattern of short-term capital 
flows in 1973, was the substantial increase in the outflow 


provoked both by the anticipation of a change in the 
parity of the dollar, following the considerable deterio- 
ration of the United States current account in 1972, and by 
the prevailing interest rate differentials in favour of 
west European financial markets. This led to a sub- 
stantial inflow into western Europe, mainly the Federal 
Republic of Germany. Data for the first three quarters 
of 1973 for the United States (not seasonally adjusted) 
point to an increase of the net outflow of short-term 
capital (including net errors and omissions) by $6.6 billion 
over the corresponding period of 1972. 


Policy measures 


On 12 February 1973, the United States Government 
asked Congress to devalue the dollar by 10 per cent in 
terms of gold.*2 This was followed by a number of 


42 The change in the par value of the United States dollar became 
formally effective on 18 October, 1973. 
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changes in the international exchange rate structure: 
(1) In western Europe, Austria, Belgium-Luxembourg, 


‘Denmark, France, the Federal Republic of Germany, 


the Netherlands, Norway, and Spain maintained their 
gold parities, implying a revaluation of 11.1 per cent in 
terms of 4оПагз. (2) Greece, Iceland, Turkey and 
Yugoslavia followed the dollar and devalued their 
currencies by 10 per cent in terms of 2014. (3) Finland, 
Portugal and Sweden devalued by less than 10 per cent. 
(4) Canada, Switzerland,‘* the United Kingdom and 
Ireland decided to continue to float, while Italy 4” and 
Japan allowed their currencies to fluctuate freely on the 
exchange market. 


On 12 March, 1973, the member countries of the 
enlarged European Economic Community—except for 
the United Kingdom, Ireland and Italy the currencies of 
which floated independently—decided to allow their 
currencies to float against the dollar but to maintain 
a maximum margin of 2.25 per cent between themselves. 
At the same time the Federal Republic of Germany 
revalued the DM by 3 per cent; this was followed by a 
revaluation of the Austrian schilling by 2.25 per cent on 
19 March 1973. Four additional revaluations were 
announced in the remaining part of 1973: the Deutsch- 
mark by 5.5 per cent on 29 June, the Austrian schilling 
by 4.8 per cent on 3 July, the Norwegian krone by 5 per 
cent on 17 September, the Greek drachma by 11.1 per 
cent on 19 October, and the Dutch guilder by 5 per cent 
on 16 November. 


Following these measures all currencies of western 
Europe and Japan—except for the Italian lira, the United 
Kingdom and Irish pound—appreciated in terms of the 
United States dollar in the course of 1973. By far the” 
largest were appreciations of the Deutschmarkand the Nor- 
wegian krone (18.5 per cent), the Austrian schilling 
(16.9 per cent), Iceland’s krona (16.5 per cent), the Swiss 
franc (16.3 per cent), and the Dutch guilder (14.2 per cent) 
(see table 1.17). 


Official monetary reserves 


As a result of the higher net inflow of capital, mainly 
from the United States, western Europe’s official monetary 
reserves increased by $18.0 billion in 1973 (compared 


13 France and Spain held their par values, while Austria, Belgium- 
Luxembourg, Denmark, the Federal Republic of Germany, the 
Netherlands and Norway kept their central rates unchanged in 
terms of gold and SDRs. 

44 Turkey set a new central rate, Greece and Iceland changed 
at the same time their par values to central rates, while Yugoslavia 
set a new par value. 

45 Finland by 5.4 per cent, Portugal by 3.8 per cent and Sweden 
by 5.0 per cent. и 

tor ; ary 97 

46 Switzerland had allowed the franc to float on 23 January, 1973. 

47%n Italy a two-tier foreign exchange system became effective 
on 22 January 1973: on the “financial” market the lira was allowed 
to fluctuate freely, but for “commercial”? transactions fluctuations 


in the exchange rate were maintained within permitted margins. 


TABLE 1.17 


Percentage changes of exchange rates in terms of United States 
dollars of currencies in western Europe, Canada and Japan in the 
course of 1971, 1972 and 1973 


Country 1971 1972 1973 
Austria (schilling) ... OF 2 16.9 
Belgium (franc) aries Bec 11.0 1.6 6.6 
Cyprusi(pound) see 8.8 — 6.1 
Denmark (krone) ... 6.0 ВН 8.8 
Finland (markka). ... 0.7 —0.7 8.6 
Erance (rane) nae 5:7 1.9 8.9 
Germany, Federal Republic of 
(Deutschmark) 11.6 2 18.5 
Greecel(drachmea): в. — — т 
Teelandi(krona)ie а 0.8 —10.7 16.5 
Ireland (pound) .... 6.6 —8.1 —1.0 
tale (О) роде 4.9 2.0 —4.2 
Malta (pound) . . 11:5 —5.6 2.8 
Netherlands (guilder) 10.5 0.9 14.2 
Norway (krone). .... 6.4 0.9 15.9 
Portugal (escudo). .. . 4.3 Я 4.0 
(ВНЕ) 5 oon в, 6 5.6 See) 11.6 
Sweden (krona) .... 6.3 2:5 3.4 
Switzerland (franc) 10.2 37 16.3 
Munkey, (lina) ee eee ell — — 
United Kingdom (pound) 6.6 — 8.0 —1.1 
Yugoslavia (dinar) —26.5 — —9.0 
Сапада (dollar) .... 0.8 0.7 — 
Зарав усе ob < 13.6 4.2 UE 


Source: IMF, International Financial Statistics, Washington. 


with $12.3 billion in 1972), despite the decline of the 
region’s current surplus. All countries shared in this 
increase, except France, Finland, freland and Cyprus. 
By far the largest rise in reserves was that of the Federal 
Republic of Germany ($9.4 billion compared with $5.1 
billion in 1972), the net outcome of a large increase of 
the current surplus and a substantial net inflow of 
capital. In the Netherlands, Spain and Belgium-Luxem- 
bourg—where the increase of official reserves exceeded 
$1 billion—the change was almost entirely due to capital 
movements. In France the decline of $1.5 billion in the 
official monetary reserves (from $10.0 Ы Шоп in 1972 to 
$8.5 billion in 1973) reflected almost entirely a net 
outflow of capital as the decline in the country’s current 
surplus was relatively small. The official reserves of both 
Italy and the United Kingdom increased despite the 
substantia! deterioration of their current accounts 
(table 1.15). Mainly because of the increase of official 
monetary reserves of western Europe, which was only 
partly offset by a decline of $6.1 billion in Japan and а 
considerably smaller one in Canada, international liquidity 
increased by $23.8 billion in 1973 compared with $28.1 
billion in 1972. This includes an increase of $10.8 billion 
in the reserves of developing countries compared with 
$8.7 billion in 1972. The oil producing countries 
accounted for almost $2.4 billion of the rise compared 
with $2.1 billion in 1972 4% (table 1.18). 


18 Tran, Irag, Kuwait, Libyan Arab Republic, Saudi Arabia and 


Venezuela. 


38 Recent economic developments in western Europe 


TABLE 1.18 


Changes in official monetary reserves by main regions 
(Million current US dollars) 


eee ee eee 


Change in reserves 


Change in reserves 


Position at 1972 1973 


iti 1972 1973 у Е. 
Country or region pie 1971 over 1971 over 1972 Country or region end of 1971 over 1971 over 1971 
United Kingdom — Total 6 582 —935 829 | Oceania and South Africa — Total 4 342 3 667 TT 
Golde ene Se : 842 —42 86 Gold 728 235 151 
ое опа 6 5s 5 098 —1 034 661 J Е outer ae 
Fund reserve position... . — 127 14 Foreign exchange . 
SDS eee 642 14 68 Fund reserve position... . 324 = 35 
Other western Europe -— То! . 62 244 13 312 17 250 SDRs 209 151 нэ 
Gold к 21 334 38 2379 
Foreign exchange 34 223 12 059 14242 | Developed countries — Total . 107 419 9959 12 983 
Fund reserve position . 4 048 —60 122 
SDRs : 2 639 1 275 507 Gold 35 585 —328 3 964 
i T 858 
United States — Total 13 190 a ef А oS : 
Gold 11 081 — 594 1 165 Fund reserve position . 5 900 —33 272 
Foreign exchange... .. . 280 —39 —233 SDRs 2395 2459 889 
Fund reserve position... . 635 —170 87 
SDRs 1 194 764 208 | Developing countries — Total . 23 062 8 724 10 816 
aes and Japan — Total ie 3 — —© = Gold 3 484 = 353 
ос Poe 5 Е 
РОТЕ ехспаное в. 17 857 2994 —6 708 Foreign exchange . 17 597 8 188 9 810 
Fund reserve position... . 893 70 14 Fund reserve position... . 991 —46 353 
SDRs о: Wi 255 111 SDRs 990 587 300 


Source: IMF, International Financial Statistics, Washington. 


The largest part of the increase of international liquidity 
in 1973 consisted of a further accumulation of United 
States liabilities in the official reserves of foreign central 
banks, in line with the general post-war pattern 
(table 1.18). The increase of United States liabilities to 
foreign official agencies financed the substantial part of 


the deficit on the official reserve transactions balance, 
which amounted to $5.3 billion in 1973 compared with 
$10.3 billion in 1972. The increase in the official monetary 
reserves of the United States by $1.2 billion in 1973 
was due to the change in the official price of gold. 


(i) Oil production and consumer shortfalls 


As 1973 progressed, oil scarcity increased partly as a 
result of increased world import demand.® Furthermore, 
a tightening of world supplies occurred due to the destruc- 
tion of a number of oil pipelines in the Middle East 
during the October conflict. These demand and supply 
developments provide the background for the 17 October 
1973 decision of the majority of the members of the 
Organization of Arab Petroleum Exporting Countries 
(OAPEC) to reduce their production of crude oil in 
each successive month by an additional 5 per cent relative 
to September 1973 output levels.*° Thus the plans of the 
OAPEC involved a monthly reduction of about 1 million 
barrels of oil per day out of total production of twenty 
million barrels per day (mb/d). Furthermore, a number 
of countries were to stop receiving crude petroleum 
altogether from the OAPEC member states. The 
quantities of oil formerly supplied to these was to be 
deducted from the over-all supply reduction existing at 
that time. Obviously, the oil-importing countries not 
embargoed would be relatively better off since the per- 
centage reduction which they would experience would be 
less than the over-all percentage reduction in oil pro- 
duction. 

However, at a meeting in Kuwait on 4-5 November 
1973, these plans were modified to substitute a 25 per 
cent reduction in November (relative to September 
output) and follow it with the originally planned 5 per 
cent reductions in successive months. For various 
reasons the 5 per cent December reduction was cancelled 
and at a late December meeting in Kuwait, the OAPEC 
members not only cancelled the anticipated 5 per cent 
January reduction, but announced that oil production 
would be increased from 75 per cent of the September 
1973 le ar cent of that level. 


49In 1973, United States imports of crude petroleum increased 
by 1 million barrels/day (46.2 per cent increase over 1972) while 
imports of petroleum products increased by 0.4 million barrels/day 
(a 15.8 per cent increase). The Petroleum Economist, February 
1974, p. 70. | 

50 The members of the ОАРЕС are: Saudi Arabia, Kuwait, 
Iraq, Abu Dhabi, Qatar, Bahrain, Libya, Algeria, Egypt and 
Syria. Iraq did not participate in the reduction. 

51 The countries include the Caribbean, Netherlands, Portugal, 
Rhodesia, South Africa, South Yemen, the United States and 
possibly Canada. 

52 [п 1973 the United States imported a total of about 2 mb/d 
of OAPEC oil and products refined from OAPEC oil. Due to the 
embargo of the United States, the effects of the initial 25 per cent 
oil reduction were mitigated for western Europe (with the exception 
of the embargoed Netherlands) since 40 per cent of the reduction 
was accounted for by the United States. 


OIL 


Table 2.1 is an attempt to summarize and quantify 
the actual changes in the crude oil production of the 
OAPEC countries.** As mentioned above, the reductions 
in oil production were made relative to the September 
1973 output levels and are presented here in that form. 
However, it is equally informative for importing countries 
to know the shortfall in oil supplies, i.e. the difference 
between actual supply and projected demand. Projected 
demand would include not only the pre-oil reduction 
long-term growth trend of demand, but also the seasonal 
component. Normally, oil production is increased in the 
last quarter of the year to supply the northern hemisphere 
with its winter needs. Since the supply reductions were 
set relative to September, importing countries would 
sustain a shortfall equal to the sum of the absolute 
reduction, the long-term growth component and the 
rise in seasonal imports. 


Assessing the extent of the supply shortfalls for indi- 
vidual countries is difficult due mainly to two factors. 
Since October, the OAPEC has classified some nations 
as “Реп у”, which initially meant that they would 
continue to receive oil in the same quantities as their 
average level of imports during the first nine months of 
1973. In late December, the OAPEC offered to “‘certain 
countries” all of the oil supplies they wanted, even if this 

“meant giving them more than they received in September. 
Towards the end of January, a spokesman for the OAPEC 
announced that Europe as a whole was getting slightly 
more OAPEC oil than in September. However, the 
distribution between the countries had changed with the 
“friendly” nations getting more and the remainder getting 
less. 


The other complicating factor in attempting to deter- 
mine the flow of oil to individual countries has been the 
activities of the multi-national oil companies. These 
сошрагиез acco for the majo: по t of world crude ой 
distribution, and thus determine the final destination of 
most of the oil in world trade. The companies have 
promulgated a policy in which the over-all shortfall in 


53 The figures used were taken from The Petroleum Economist, 
January 1974, pp. 5-6. They agree quite closely with the estimates 
of the Emergency Petrol Supply Committee, a United States 
Government advisory group. International Herald Tribune, 9-10 
February 1974, p. 1. 

54 А number of countries have temporarily ceased publication 
of oil import quantities and domestic oil stocks. 

55 The ‘friendly’? countries, as identified by Saudi Arabia, are: 
Britain, France, Spain, Turkey, Pakistan, India, Brazil, the Arab 
States of the Middle East and various African states. Belgium 
and Japan were later added. 
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TABLE 2.1 


OAPEC oil production and shortfalls in millions of barrels/day 
(Billion dinars) 


nS 
eR A SE LR 


натег 
Beene? af aE He Pua we t 
ре ee ee ee ee О е 
К Е ФО — Бр sees ole ee 20.5 15.6 ТИ 
2. Reduction relative to September output. ........ —- 4.8 2 
3. Percentage reduction relative to September output... . — 24 13 
4. Projected OAPEC production ............. 20.5 IANS) 
5. Shortfall relative to OAPEC projected production — 6.3 ae 
6. Projected world < production ofoil .......... 53.0 570 
7. Shortfall relative to projected world production .... . — 6.3 4.05 
8. Shortfall as percentage of projected world production — 11 Я 
9. Shortfall in oil as а percentage of total world energy demand —- 4 


er 


Source: The Petroleum Economist, January 1974, pp. 5-6. 
а Excludes eastern Europe and China. 


b Assumes increased production by non-OAPEC oil producing nations. 


world supplies should be distributed equally among all 
consuming nations. As a result, the Netherlands and 
the United States have received increased shipments 
from the non-OAPEC oil-producing countries while 
nations on the ‘‘friendly” list have generally seen their 
imports from the same sources diminish.*® 


It is probable that recent estimates of oil shortfalls 
have been based upon incomplete information. Therefore, 
it is with reservations that these estimates of shortfalls 
which have been made available by various sources are 
presented here. The European Economic Commission 
has estimated that oil supplies to the Common Market 
countries are about 9 per cent below projected demand 
levels for the first quarter of 1974.57 In December, 
Denmark experienced a deficit of oil supplies of about 
15 per cent, the Netherlands one of about 25 per cent and 
the United Kingdom had a deficit of 10-15 per cent. 
However, the Netherlands oil imports did increase in the 
first week in January by 12.5 per cent over the same 
period in the previous шоп. Sweden seemed to be 
experiencing a larger oil import reduction than most west 
European countries with a shortfall of about 20 per cent 
in the first quarter of 1974. The United States had 
projected a first quarter supply of 19.7 mb/d of which 
7.8 mb/d were to come from imports. Imports have 
actually been between 5.4 and 5.6 mb/d, indicating 
a shortfall of about 11 per cent. 


To reduce the sizes of the shortfalls, and thus to 
limit the use of stocks, countries instituted programmes 
with the objective of conserving 10-15 per cent of energy 
use by reducing the demand for oil products. The 
emphasis has been on reducing the use of oil, directly, 
or indirectly, for non-industrial purposes. If the sum of 
the percentages of primary and secondary energy require- 


= It should be noted that the companies have ceased all shipments 
of oil of OAPEC origin to the embargoed nations. 

57 Financial Times, 2 February 1974, p. 12. 

58 The Petroleum Economist, February 1974, р. 72. 


ments used for domestic and transport purposes (table 
2.11) is used as a crude proxy for energy savings potential, 
it is evident that countries have varying abilities to restrict 
energy use without seriously affecting industrial produc- 
tion. It should be added that the combination of volun- 
tary and statutory restrictions on energy use have been 
quite effective in curtailing demand. 


In the absence of quantitative oil import data, it is 
possible to obtain a rough indication of the oil supply 
situation in a country by observing the government 
manipulation of restrictions on energy use. For example, 
Denmark, which depends on oil for 85 per cent of its 
total energy requirements, lifted the ban on Sunday 
driving on 12 February. Simultaneously, industry was 
allowed its full requirements of oil after having had 
experienced a reduction of 25 per cent since December. 
Similarly, the Netherlands ended motor fuel rationing in 
February as did Sweden. One must conclude that the 
oil supply shortage is not having a serious effect on 
western economies. 


Oil stocks have been drawn down to varying extents. 
The European Economic Community has estimated that 
its stocks will fall 8 million tons by March from the 
beginning of the year. The March level will equal 72 days’ 
consumption. In the Federal Republic of Germany, 
undistributed stocks of crude and products decreased 
from 25.8 million tons at the end of September to 23.8 
million tons at the end of December. Nevertheless, the 
latter quantity was | million tons above the same time 
last year. The United Kingdom has seen its stocks drop 
more rapidly from 23.1 million tons on 29 September 
(or 76 days’ supply) to 18.8 million tons (or 55 days’ 

upply) on 19 January. 


(ii) Crude oil prices 


On 16 October 1973, the posted prices of crude oil 
were raised by the OAPEC members from $3.01 per 
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barrel (for Arabian light oil) to $5.11 and then to $11.65 
on 23 December 1973.% 


у The raw material cost structure of the international 
oil companies is determined under the participation 
agreement signed with a number of Persian Gulf producer 
governments in 1973. Under these agreements, the oil 
companies have contractual rights to 75 per cent of 
oil production (called cost crude) with the remaining 
25 per cent going to the producer government (participa- 
tion crude). However, the oil companies have legal 
options which allow them to “buy back” 20 per cent 
(i.e. 80 per cent of the government share) for distribution. 
The remaining government 5 per cent is sold directly by 
the governments at their discretion.® 


The familiar posted price is used only for the calculation 
of the taxes aid royalties which the companies must pay 
for the percentage of oil exported as cost crude. 


At the current posted price of $11.65 per barrel, the 
companies pay a 12'4 per cent royalty which amounts 
to $1.49 per barrel. Adding a $0.13 per barrel operating 
cost to the royalty and subtracting that sum from the 
posted price leaves a hypothetical profit of $10 per barrel, 
which is subject to a tax at the rate of 55 per cent. The 
tax of $5.50 plus the royalty equals the government take of 
$7 per barrel. 


Of its 20 per cent which the Saudi Arabian Government 
sells to the oil companies, 12.5 per cent (bridging crude) 
is sold for $8.44 per barrel and the remaining 7.5 per cent 
(phase-in crude) is sold for $7.48 per barrel.” Finally, the 
5 per cent of production which Saudi Arabia has for 
direct sale has been sold at 93 per cent of the posted price 
or $10.84 per barrel. The weighted average government 


59 Posted prices for the same type of oil were $2.59 per barrel in 
January 1973, $2.74 in April, $2.96 in July and $3.06 in August 
of the same year. 

60 This 75-25 per cent company-government oil sharing agreement 
(by which the government share is to rise 51 per cent by 1982) is 
currently in effect in Saudi Arabia, Abu Dhabi, Qatar and Oman. 
An agreement providing for a government share of 60 per cent 
may be ratified by Kuwait. On the other hand, the oi! industries 
of Iran and Iraq are completely government owned. 

61 There is currently a wide variation in posted prices, which 
also causes government take to vary. For January 1974 (US dollars 
per barrel): 


Couniry Posted price Government take 
Abu Dhabi. 12.63 7.56 
INET 5 5 Ba ое 16.22 9.88 
Libya Sn 9.59 
Nigeria : 14.69 8.70 
Saudi Arabia. 11.65 7.00 
Venezuela . 14.25 8.70 


Source: The Petroleum Economist, February 1974, p. 43. 


62 Based on their higher posted prices, other producers will 
charge more than Saudi Arabia for this participation crude. 

68 A producer country may take this 5 per cent share and sell it 
to a buyer at a pre-arranged price, as does Saudi Arabia. | Or, it can 
auction the oil off, in which case it provides the supply for what is 
known as the open market. Only about 5 per cent of the oil entering 
world trade is bought in this market, but the percentage will increase 
as producer government participation increases under existing 
agreements. On 16 October 1973, the OAPEC members linked 
the posted ри.се to the market price, specifying that the posted 
price should always remain at least 40 per cent above the market 
price. However, the formula was rescinded when it proved un- 


workable due to large divergences in market prices. 


take per barrel for Saudi Arabia under this system is 
about $7.49. It thus follows that the cost of oil to a 
particular oil company will depend on the type of oil 
(i.e. cost, participation, or direct sale crude) which it has 
access to. 


In the pre-October 1973 market, posted prices were, in 
general, inversely proportional to the distance between 
the producing country and major oil consuming nations. 
As a result, oil arriving at a destination from two geo- 
graphically separated sources would arrive at roughly 
the same c.if. price because of the equalizing effects 
of ocean freight costs. One of the major changes in the 
markets since October 1973 has been the breakdown of 
these price-spatial relationships, as is suggested by the 
table in footnote 61. 


These developments will affect the c.if. oil price of 
importing nations in two ways. The c.i.f. price has now 
become a function of the particular country that a 
consumer nation imports from, and also the percentage 
of the oil which comes from cost, participation or direct 
sale sources of supply. Recently, the countries depending 
on the open market direct producer government sales 
have had to pay the highest prices. 


It is necessary to calculate a representative c.i.f. price 
for crude oil for western Europe to de used for estimating 
the effect of the recent crude oil price increase on the level 
of prices in a number of countries. For a first order 
calculation as this one must be, the price effects of the 
market imperfections mentioned above will not be 
considered. As a basis for this representative estimate, 
the posted price of $11.65 per barrel of Arabian light 
crude, ex Ras Tanura, with an API degrees of 34.00-34.09° 
will be used. Only the price of oil delivered by the inter- 
national oil companies will be considered since it accounts 
for almost all of the crude oil entering world trade. 


Table 2.2 presents the calculation of c.if. prices 
consistent with recent posted prices. In each case, taxes, 
royalties and government take are calculated. Operating 
costs per barrel incurred by the oil companies have been 
quoted in the range of $0.10-$0.30. * Profits allowed by 
the Arab governments have been estimated at $0.25 °- 
$0.60 в7 per barrel in the pre-crisis period. By February, 
they were reported to have grown to $1.17 per barrel.** 
It was assumed that this high profit level would fall once 
the present turbulence of the market subsided and thus the 
pre-crisis figure was used. Similarly, the fate of freight 
costs is unpredictable and was also kept at its pre-crisis 


64 Other factors influencing posted prices are the physical characte- 
ristics of the oil. The price of oil increases inversely with the oils’ 
specific gravity. Recently, premiums have been added for low 
sulphur content. Some countries such as Venezuela add a “freight 
premium’’ to the posted price whenever tanker rates for the pre- 
ceding three months exceed world scale 72. For October to December 
1973, this premium was $0.69 per barrel. It is unknown what 
percentage of this cost is passed on into the c.i.f. price, The Petroleum 
Economist, February 1974, p. 78. 

85 The Petroleum Economist, February 1974, р. 44. 

88 OECD, Economic Outlook, December 1973, р. 17. 

67 Ге Monde, 4 January 1974, р. 4. 

68 International Herald Tribune, 26 February 1974, p. 2. 
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TABLE 2.2 


Arabian light crude oil posted prices and resulting c.i.f. prices for western Europe 
in United States dollars per barrel 


cS 


Posted price 
1214 per cent royalties 
55 per cent tax 


Elie oT) са ыО г, 


Government take = royalties plus tax 
Operating costs? . . ae 

LEVON gag Buss : 

Freight and insurance 2 


(init, WES o бо 


Per cent c.i.f. price increase over 1 October . . 


1 October 16 October 22 December Hypothesized 
1973 1973 1973 1974 price с 
3.01 Sle 11.65 8.00 
0.39 0.64 1.46 1.00 
1.44 2.46 5255 3.85 
77 3.10 7.01 4.85 
0.13 0.13 0.13 0.13 
0.45 0.45 0.45 0.45 
1.30 1.30 1.30 1.30 
3.65 5.00 8.90 6.70 
—_ 40% 140% 80% 


а Business Week, 5 January 1974. Operating costs and profits for Aramco. 
6 OECD, Economic Outlook, No. 14, December 1973; OECD freight and insurance éstimate. 


с See text. 


level of $1.30 per barrel.*° Thus an estimate of the 
с.1.Г. price is the sum of the government take, operating 
costs, profits and freight charges. The 16 October price 
increase represented a c.i.f. price change of about 40 per 
cent while the 22 December (effective 1 January 1974) 
amounted to about 140 per cent relative to 1 October 
1973 prices. 


The posted price of $8.00 per barrel represents a com- 
promise assumption reflecting the possibility that posted 
prices will fall to between the 16 October and 22 December 
levels.”° This is also the level which Saudi Arabia recom- 


89 The Petroleum Economist, February 1974, р. 43, has quoted а 
freight charge from the Persian Gulf to north west Europe or the 
United States a world scale 125 around $2.00 per barrel. 


“Be There are a number of reasons why the price may decrease. 
First, there have been indications that the OAPEC nations are 


mended at the OAPEC meeting in December 1973. The 
$8.00 per barrel posted price is used for subsequent 
calculations along with the $5.11 and $11.65 posted 
prices. 


reluctant to precipitate the international monetary crisis which 
might result from the simultaneous balance-of-payments deficits 
of the western countries. In fact, there had been reports that 
Saudi Arabia was against raising the crude oil price to its present 
height of $11.65, instead pushing for a maximum of $8-9. Recently, 
Saudi Arabia has expressed an official desire to reduce the present 
price. Secondly, the market price of crude has dropped from a peak 
of $22 per barrel in December to $16-11 by the end of January. 
Furthermore, at a mid-February auction in which Kuwait offered 
to sell 800 million barrels of oil, there was strong evidence that the 
first round offers were substantially below posted prices. Financial 
Times, 22 February 1974, p. 40; 25 February 1974, p. 1. A weakness 
in demand in the open market might force downward revisions in 
the present posted prices. 


TABLE 2.3 


Expected price increases in the major components of final demand resulting from 
‘1 ew laypothesized crude oil price (c.i.f.) increases а 


a 


Country and percentage Private Public Domestic 
increase in crude oil price consumption consumption Investment demand Exports Total 
Belgium 
4 ODClg CEN tae uate ta Nas eis аи 0.5 0 0.2 0. 5 
Е о о o> ois, Baar BT eel 1.1 3 0.4 1.0 НЕ 1.1 
140 per cent 2 0.8 1.8 2 0 
Finland © 
4 OSDeraCe nl о ee ee me iS 0.2 0. 0.3 0.2 0.3 
SOMpemCen tees #.uiy cerns ke eee 0.7 0.5 0.5 0.7 0.5 0.6 
О о бо, о ро 1.3 0.8 0.8 1.2 0.8 т 
France 
40 DER Cents а р he a Pe 0.3 0.4 0.2 0.3 1.0 0.4 
Се и wa ee 0.7 0.9 0.5 0.7 Oe 0.9 
(Owencent ра рае. 1.2 1.5 0.8 1.2 3.9 1.5 


, 
, 


— . Е 
> — 


И И ws kek 
Italy В 

О, и ом ср" 0.5 

о а ео ros ео rat 
ее т... 2.0 
Netherlands 

Е пе о ое rs oe 0.8 — 

О а Tee ae hw, о hs US) 
SO ре , токо. с: 8.3 
Portugal 

ВЕ СЕ с сие (oat ee 0.3 
ео В ол о ес 0.6 
140 рег cent МОИ, 1 
Spain 

Е р isn A geste vo 0.4 

ВРС, > с о em eho eae ee oe 0.8 
а = 1.4 
Sweden В 

ее ats ean В За а 0.3 

ВО к т ой иене 0.6 
ЗО Ве СВОЕ © д «we ee чела 1.0 
United Kingdom 4 

40iper cent’): с... 0.3 

Зее „с wena a < 7 
(AO perCent aio. le ee ИА 
United States < 

40 per cent 0.2 

80 per cent 0.3 
140 per cent 0.6 


Note. — These calculations have been compared with those done by the OECD 
for identical price increases. ECE and OECD calculations for Belgium, France 
and Italy were very close, although ECE estimates of export price increases tended 
to be higher; for the Netherlands, ECE figures were about 150 per cent greater for 
all components of final demand. For the Federal Republic of Germany, ECE 
figures were 60 per cent greater than those of the OECD, but they were almost 
identical to those published by Deutsches Institut fiir Wirtschaftsforschung 
(Wohenbericht, 3/74) 17 January 1974, p. 16. 


№ 


0.6 18 = 

0.8 ei — В = 
0.2 0.4 0.4 all 05 
0.5 0.8 1.0 2.6 0:2 
0.9 1.5 fey 4.6 Da 
1.0 0.7 0.8 1.6 1.0 
2.3 17 1.9 3.5 2.4 
4.0 3.0 3.3 6.2 4.2 
1.5 0.3 0.3 0.7 0.4 
3.4 0.7 0.7 15 0.8 
5.9 Let 1.3 2.6 is 
0.2 0.4 0.3 0.9 0.4 
0.4 0.9 0.8 1.9 0.9 
0.7 1.5 1.4 3.4 1.5 
= = ome 0.6 — 
= = = 1.4 = 
= = = 2.5 = 
= = 0.3 0.9 0.5 
=: =. 0.7 2.0 ia 
=. = 2 il 1.9 
Rs Е 0.2 0.2 0.2 
== = 0.3 0.5 0.3 
ae = 0.6 0.9 0.6 


о—— о О—ЫЫ—Ы————————————=——ы—ы=—— 


а Includes effects of price increases of imported natural gas, 

6 Also includes effects of price increases of imported coal. 

с Figures for Ireland are scaled from those presented by Е. W. Henry and 5. Scott, 
“Estimated price increases due to higher costs of petroleum and other imports, as 
calculated from a 38-sector 1968 input-output model’’, Quarterly Economic Com- 
mentary, March 1974, pp. 26-36. 

d OECD figures scaled to consistency with hypothesized price changes, OECD, 
Economic Outlook, No. 14, December 1973. 
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TABLE 2.4 


Expected price increases in a number of oil intensive industrial sectors in response to a 140 per cent rise in the price of crude oil а 
(c.i.f) — per cent 


cara a 


Country 
Germany’, . 
Belgium Finland 6 France Fed. Rep. of Ttaly Netherlands Portugal ¢ Spain 
Sector 
1. Petroleum products 60.3 72.4 66.3 40.0 30.8 69.9 76.3 78.0 
2 ВАР о arte See ney ons. Dail 1.0 2.1 6.0 3.2 4.4 2.6 5.2 
3. Paper manufacturing and paper products . 1.0 ie! 1.6 1.1 B57, 3.6 Sal НЯ 
: eee coe ie Bc bis Е Pel 6.1 2.6 2.0 PAG: 5.6 OS 303 
Ne АСИНО -metalli i = 

Ss aaa of non-metallic mineral pro he ie ee, о о я re ry 
6. Iron and steel 0.9 0.6 И 2.2 1.4 2.4 1.0 1.4 
7. Manufacturing of cement ИТ x Dae 2.6 3.0 11.9 1.0 5.6 
8. Basic industrial chemicals Pal 0.7 2.0 а Thee) ys 10.0 6.7 
9. Glass and glass products 1) x 3.5 x 55) 4.9 5.8 5.4 
10. Misc. chemical preducts . 2.4 0.7 2.4 x 4.1 x 1.3 1.6 
11, Fishing И Meee т 2.9 0.4 4.4 x 1.6 8.6 4.6 5:5 
12. Manufacturing of rubber and products . 0.8 Ue) 1.4 0.9 3.4 1.4 0.8 2s 


—_ дд 


а Includes the effects of imported oil and also imported natural ваз. 
Ь {ncludes coal along with oil and natural gas. 


(iii) Effects of energy price increases on the major 
components of demand 


Input-output analysis has been used to estimate the 
effects of the recent energy cost increases on the 1974 
price levels of the demand components of a number of 
west European countries. The methodology assumes 
that the price increases of energy are passed on in each 
sector in direct proportion to the direct and indirect 
energy content of that sector.” It 1$ assumed that the 
price increases of oil and coal have separately affected 
the general price level, and tables are presented showing 
their independent impact. 


Expected price increases in 1974 for six major demand 
components were calculated assuming three c.i.f. prices 
for crude oil to be $5.00, $6.70 and $8.90 per barrel. 
The prices correspond to increases of 40, 80 and 140 
per cent since October 1973, and hopefully cover the 
range between which crude oil prices should settle this 


71 See the annex to this section for a more detailed description 
of assumptions and methodology. 


с For Portugal, oil is classified with mining and quarrying of other non-metallic 
minerals. 


x Indicates that product is classified under a different sector. 


year. The results are presented in table 2.3. If one 
assumes for the sake of exposition that the $11.65 per 
barrel posted price (i.e. the $8.90 с.1.Ё. price or 140 per 
cent c.i.f. price increase) will prevail, the Netherlands is 
expected to experience a price increase of 3.3 per cent 
in private consumption. On the other hand, Sweden 
and Portugal will experience increases in the range of 
1.0-1.1 per cent. Export prices will generally rise more 
than those of the other demand components, implying, 
under the assumptions used, that exports are relatively 
oil intensive. The only exception seems to occur in the 
case of Finland. 


It is also interesting to determine which sectors are 
expected to show the largest price increases as a result 
of the oil price increase. The standardized ECE input- 
output tables also provide an opportunity to compare 
the expected price increases in the same sector in various 
countries for which the comparabl> tables exist. This 
information is provided in table 2.4 assuming a price 
increase in crude oil of 140 per cent. The sectors which 
are presented tend to be relatively oil intensive in all the 
countries listed. As is expected, the largest price increases 
will occur in the petroleum products sector, which 
includes products such as gasoline, kerosine, fuel oil, 


Oil 


аа И 


bunkers etc. At a much lower oil intensity are the 
transport, paper products and manufacture, electricity 
generation, and non-metallic products sectors. 


The price of alternative forms of primary energy can 
also be expected to increase.” If short run substitutability 
exists between oil and alternative energy forms, then the 
oil price increase will induce greater substitute use at 
the expense of oil. Demand for the substitute will increase, 
thereby increasing its price. The price of oil has risen so 
much that it is now much cheaper to use alternative 
forms of energy.” Of the other sources of primary 
energy, electricity generated by hydro or nuclear power 
accounts for a very small fraction of primary energy 
in most European countries.” In the west European 
countries, natural gas is an important source of energy 
only in the Netherlands, Austria and Belgium. The 
effects of the possible price increases of imported natural 
gas on the price levels of the major components of 
demand have been accounted for in the previous oil price 
increase calculations (table 2.3). The manufacture of 
crude petroleum and natural gas are classified together 
in the same sector. Only in the case of the Netherlands, 
which domestically produces the large amounts of natural 
gas for internal consumption, would the table 2.3 figures 
understate the contribution of gas to the general price 
increases. 


Solid fuel (coal and lignite) is still an important energy 
source. Expected price increases in 1974 for six major 


72 [п the United States, for example, the price of coal increased 
8.1 per cent between September and December 1973—before the 
full impact of the oil price rises affected the economy, Survey of 
Current Business, United States Department of Commerce, January 
1974. 


73 Financial Times, 21 February 1974, р. 13. In the United 
Kingdom the present cost of coal delivered to a power station is 
the equivalent of 3 pence a therm compared with 6 to 7 pence a 
therm for oil based on the oil producers’ new January prices. 


74The exceptions are Austria, Norway, Sweden and Switzerland. 


components of demand were calculated assuming that 
the price of coal had increased by 40 per cent, which is 
the same as the smallest increase assumed for oil. Effects 
of both the price increases in domestically produced and 
imported coal have been calculated (table 2.5). Rising 
coal prices are expected to influence the price level 
most in the Federal Republic of Germany and Belgium 
and the least in Portugal and Italy. In general, exports 
tend to be relatively coal intensive, the exceptions being 
those of Belgium and Ireland. The Federal Republic 
of Germany would experience the largest increase in 
export prices. Given an equal percentage price rise for 
both coal and oil, tables 2.3 and 2.5 show that a coal 
price increase would raise the domestic price level more 
in Belgium, France and the Federal Republic of Germany 
than the oil price increase would. In Spain, the two 
energy sources would have about the same effect. 


Table 2.6 presents the price increases in a number of 
the relatively coal intensive sectors which would result 
from a 140 per cent increase in the price of coal. This 
140 per cent figure is used only to facilitate the comparison 
to table 2.4 and is not used in later estimates. The 
largest price increases would be expected in the following 
industries: manufactured coal products; electricity, gas, 
steam, water and sanitary services; iron and steel; and 
paper products industries. It is interesting to note the 
inter-country variation that exists in coal inputs in the 
production of the same commodity. Similarly, large 
variations exist in inter-country oil inputs (table 2.4). 
It should be noticed, also, that roughly the same sectors 
appear in both table 2.4 and 2.6 indicating that the same 
production sectors tend to be both coal and oil intensive 
on an inter-country basis. 


Although the calculation has to be to some extent 
arbitrary, it is possible to make estimates of the total 
energy costs increase on the private consumption and 
export price levels of the various countries. These results 
are presented in table 2.7. Total primary energy will be 
assumed to be the sum of domestic and imported coal, 


TABLE 2.5 


Expected price increases in the major components of final demand resulting from 
a 40 per cent increase in the price of domestic and imported solid fuels * 


nn 


rivate Publi Domestic 

а р м РИ Investment demand Exports Total 
ountry 

i 0.9 0.6 0.3 5 0.7 0.7 
oe ie Re: 0.5 0.4 0.3 0.4 0.5 0 ; 

ее . 0.7 0.7 0.8 2:2 1 

Germany, Federal Republicof .......- 0.8 0 
freland : РР ee 0.3 0.0 0.0 — 0.0 
Ital . ee ee 0.1 0.1 0.1 0.1 0.2 0.1 
ом о ee 0.6 0.4 0.2 0.5 0.7 0.5 
та eee ot 0.1 0.1 0.2 0.1 0.1 0.1 
ам о 0.3 0.2 0.5 0.3 0.4 0.3 
pain . 
Sweden 9 


_  и_ 66666060 


о ЕЕ НЕЕ 


1 Tol (+. е 7 
а Рог Finland, coal is included in the oil-natural gas sector (table 2.4). 
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TABLE 2.6 


Expected price increases in a number of coal intensive industrial sectors 
in response to a 140 per cent а rise in the price of coal > 
(Percentages) 


eens cae Ae anes nh aes ee ee Se Ne 


Germany, 
Federal : 
Sector Belgium France Republic of Traly Netherlands Portugal Spain 
1. Manufacturing coal products ......+.+..--. 61.2 80.4 53.0 78.0 60.8 28.0 33.6 
2. Electricity, gas, steam; water and sanitary services . 14.9 10.5 267 р 9.3 2.1 9.2 
SO ПЕНЗЕ с «oo 6 Bou do oe oe 8 8 7.6 5.9 15.0 333 5.0 0.2 5.8 
4. Manufacturing of cement) о. еее 4.2 5.9 5.9 И 05 20.5 11.9 
5. Paper manufacturing and paper products... . 1.1 2.0 3 0.2 0.5 0.7 IMS) 
6. Glass manufacturing and glass products nt Ak Ic 0.9 0.9 x 0.3 0.6 0.2 1.6 
7. Rubber manufacturing and rubber products .. . 1.4 es 2.4 0.2 0.6 0.2 №3 
8. Shipbuilding, manufacturing of railroad equipment Hil 1.4 4.2 0.6 0.5 0.2 i 
9. Non-ferrous basic metal industries ...... - 0.9 1.6 2.7 0.7 0.5 0.5 Га 
10: Basic industrial’ chemicals с. 2.2 2.7 x 0.2 x 0.2 4.2 
11. Non-metallic mining ..... Be ae oe Woe 5.4 4.2 x 2.2 1.0 ie 4.9 
1D. 906 0 o o вов 0 do 6 wi 0.6 eg) 2 0.5 0.2 0.7 1:7 
13. Government and other services ..... - 1.0 0.8 1.9 x 0.5 Хх — 
eh, ООО Gabi ob 6 a 6 eG ot оао 1.0 0.9 1.9 0.5 x 1.6 1.8 


ee Есин —— 


а The figure of 140 per cent is taken to make this table comparable with table 2.4. 
b Only domestically produced coal included. 


imported oil and imported natural gas.” Imported oil 
and natural gas prices are assumed to have increased by 
140 per cent. Coal, on the other hand, was assumed to 
have increased by 40 per cent. 


In addition to the primary energy induced price effects, 
a number of secondary price effects will develop which 
could be quite important. An attempt is made here 
to quantify these effects.7* Increases in world energy 
costs will subsequently increase each country’s import 
prices, giving rise to both a direct and indirect increase 
in the general price level. The magnitude of this second- 
round effect will depend on a country’s composition of 
imports and on the size of its foreign trade sector. The 
OECD had previously estimated that a typical European 
country would experience increases in general price levels 
of about 0.1 per cent (and 0.2 for the Netherlands) as 


75 Ног a number of countries, imported refinery products serve as 
an important source of energy. Estimates of effects of the increase 
in price of this input were made for Sweden, which imports 65 per 
cent of its liquid fuel as refinery products. Using the Netherlands’ 
import coefficient of direct and indirect effects of 0.50 (guilders 
of petroleum products output per guilder of imported crude oil), 
an expected price rise of 70 per cent in petroleum products was 
expected, as a result of a 140 per cent crude oil price increase. This 
import price increase would raise the price level of Sweden’s private 
consumption by 0.6 per cent. Finland imports 28 per cent of its 
liquid fuel requirements in the form of petroleum products. 

76 The numbers used here are based on calculations made by the 
OECD under lower oil price increase assumptions, OECD, Economic 
Outlook, No. 14, December 1973, Paris. 


x Indicates that the product is classified under a different sector. 


a result of higher oil-induced import prices. A figure 
of 0.3 per cent is used here reflecting the use of an oil 
price increase roughly three times that used in the OECD 
calculations. Imports incorporating coal would also add 
to the general price level. Tables 2.3 and 2.5 indicate 
that a given rise in the price of coal would have roughly 
the same quantitative effect in most countries on the 
price level as an equal oil price increase. Therefore, the 
OECD figure of 0.1 per cent for the secondary import 
effects (for imports utilizing oil) is used as an approxima- 
tion for the effects of the higher coal-induced import 
prices (OECD had based their figures on an oil price 
increase of 45 per cent compared to the 40 per cent rise 
in coal prices assumed here). 


If companies set prices by using percentage mark-ups, 
the input-output methodology used here will under- 
estimate the price effects of the oil-induced price rise. 
The OECD has estimated, on the basis of a 45 per cent 
oil price increase, that use of this mark-up procedure 
could add as much as 0.25 per cent to the over-all price 
level. Taking into account the higher oil price assumption, 
as well as the effect of higher coal prices, it is estimated 
that the mark-up could add about 0.5 to 1 per cent. 


| Finally, wages are expected to respond to the primary 
increases in the general price level. If not offset by 
productivity increases, the higher wages will be passed 
on (in varying degrees) in terms of higher prices. The 
OECD has estimated the magnitude of this secondary 
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effect using the following equation: ”” 


: Е Wit Ie + PO 

where : г е 

РС is the percentage change of consumer prices 
PO: autonomous price change 

PC, indicates the difference between the price change 


with and without autonomous price change. 


Using this equation and the primary increases in the private 
consumption sector (table 2.7) as an autonomous price 
change, the secondary effects were calculated. For the 
countries considered here, these effects ranged between 


т The following equation results from equations describing the 
joint determination of wage and price level: 


И/; = 0.60 PC, — i ae Z, n 
РС; = 0.36 И + X, — „+ РО, 

where И’; is the change in wage rates and Z and Х are both 
autonomous changes in the system, OECD, Economic Outlook, 
14 December 1973, p. 119. This relationship must be used with 
caution for individual countries since it was constructed on the 
basis of the quarterly wage equations for the seven major OECD 
countries. Furthermore, the magnitude of the present exogenous 
shock, as well as the high prevailing rate of inflation, leave the 
continued validity of the estimated coefficients in question. 


0.3 and 1.2 per cent. The range of the total of these 
secondary effects can be summarized as: 


Per cent 
Imports: 

Oil-using .. . 0.3 
Coal-using. . . 0.1 
Mark-up 0.5-1.0 
Wages 0.3-0.8 

1.2-2.2 


These increases of 1.2 to 2.2 per cent in the price level 
of private consumption are, of course, in addition to 
the primary effects, which ranged between 1.2 and 
3.9 per cent. It could also be assumed that the secondary 
effects would increase export prices by the same amount.” 
Export price increases had previously been calculated 
to be between 1.9 and 6.8 per cent. Again it should be 
stressed that all of these calculations required a number 
of assumptions. Consequently, they can serve only as 
crude indications of the magnitudes to be expected. 


78 In one sense, the secondary effects are an overstatement of the 
effect that they will have on export prices. Only the indirect effect 
of higher import prices will affect exports. 


TABLE 2.7 


Primary effects of energy price increases on the price level of private consumption and exports 


(Percentages) 
р пы О ее Бан ВЕ НА ИЕ ЕВ ОВЕН Е Е а 
Private consumption Exports 
140% crude 140% crude 
oil (and oil (and 
natural 40% coal natural 40% coal 
gas) price price gas) price price 
Country rise increase Total rise increase Total 
ЕО pg es ate bate о ce ERC EP ICO tee 2.0 0.7 Pei 2.6 0.7 a3 
ОЕ, о о. ME re ea es Se ee 1.9 a 1.9 1.9 a 1.9 
panic Come о eters: Gn i nee 1:2 0.5 И Be 0.5 4.4 
Germany, Federal Republicof........ 2.0 Drill 4.1 2.0 De, 4.2 
ОИ ое О с a Ne ee о ee RH 0.3 3.0 В 0.0 Buy 
Е с кос с о о Coe em cme tcl © 2.0 2 Dee 4.6 0.1 4.7 
Netherlands PE TO. She oe aig PT ae 3h 8) 0.6 3.9 6.2 0.6 6.8 
ИВ, оо сено вене ets feet СЕ 1.1 0.1 lee 2.6 0.1 Det 
И ren co a NEO р ttt: Se 1.4 0.4 1.8 3.4 0.4 3.8 
В ee Senay Geka ре о ое 1.6 а 1.6 2.1 а 2.1 


дд 


а ТЬе effects of the coal price increase are included in the oil and natural gas 
estimate. 


ANNEX 


Structure of energy consumption in ECE countries 


The statistical tables which are presented here are intended to 
provide a synopsis of inter-country and inter-regional differences 
in the utilization of various energy sources. Of current interest 
is the consumption of oil by the countries of the ECE region relative 
to the other primary energy sources. Besides providing background 
information for section 1.2, the information is useful for assessment 
of the vulnerability of various countries to the reduction in supply 
of an energy source. Also, the potential for the saving of energy 
without disrupting industrial production can be estimated. 


b Also included is the effect of a 70 per cent increase in the price of imported 
petroleum products. 


Table 2.8 presents for each country the contribution provided 
by primary energy sources (solid fuel, petroleum, gas, and electricity 
generated by hydro or nuclear means) to its total primary energy 
requirements (the summation of domestic production plus imports 
minus exports for all primary energy sources). It is interesting to 
note the relative dependence of the western ECE countries on oil 
(oil provides about 55 per cent of all primary energy supplies) 
while it furnishes only 16 per cent of the primary energy in eastern 
Europe. On the other hand, eastern Europe’s dependence on coal 
is evident since it provides 73 per cent of the primary energy. 

ОГ the west European countries, Denmark, Finland, Italy, 
Portugal and Spain are the most dependent on oil with this mineral 
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TABLE 2.8 


1971 shares of energy sources as a percentage of primary energy supplies а 


—_—_—_—_—__——8—83—_3ц_цЬ—Ш—ШШШЫЬ—8——___—— 


Countries and regions Coal b Oil Natural gas — Hydro/Nuclear Total 
EEC A 
Belgium) uxembounrsennssu sence D5 64 11 — г 
По д Зоо о ее 15 84 — 1 ‘ 
Brance eee te ee a). ce ee 23 66 7 4 10 
Germany, Federal Republicof .. . Bi 55 I 1 100 
ireland es ere en ee 44 55) — 1 100 
ta ly Ses Ат, re ee 7 80 10 3 100 
Netherlands em а с 6 60 34 — т 
ОКА! ВОВ оо 5 5 6 eo 6 КАТ Le _8 ыы. 100 
УЕ 8 а оо бе д о пы 31 55 12 2 100 
Other Europe 
Austria Е ee ee Shi 20 28 15 100 
а Sle HY Ge Se eee 21 69 — 10 100 
(С: пень ne es 38 59 — 3 100 
ЕО ме ое ао 8 46 -- 46 100 
Рога ee ere ene 9 7K) —- 12 100 
SPAN Meee ae eee mre. ee P| 57 2 20 100 
О ы Бы да ain sar оковах 10 62 — 28 100 
ЧЕ по но 0 oO nee 6 5 54 — 41 100 
те А № В 35 64 — 2 100 
О ENG со оо И а Je bp _56 _33 _5 _6 100 
MotalrothesEUTOpe ae oie ene 27 _56 _3 _15 100 
Total western Europe ...... 30 55 11 4 100 
Eastern Europe 
Albania ert ne ee ee 14 83 — 3 100 
Ватан se Ree 65 33 1 1 100 
@ресцозоуакта и о ee 82 14 4 | 100 
German Democratic Republic .. . 83 113 3 — 100 
Е Бос ee mre, Jo eo 56 26 И 2 100 
РОО ое. 86 8 6 — 100 
Romania caer. о. 20 32 47 1 100 
Total eastern Europe Pema cles oa of. 73 16 10 1 100 
1100818165 5 5 5 ¢ o 6 6 4 8 0 © 41 45 1] 3 100 
Canadas Ass aera ree 12 38 23 12 100 
Winiteds Statesman anne means 19 45 33 2 100 
owes Witton цз 6 ao o oo ве 39 35 25 1 100 
ТоарЕСЕ теор №. 2 eee 31 40 26 3 100 


I 


Source: World energy supplies (1969-1971) United Nations, Statistical Papers Series J, No. 16; The coefficients used 
to convert energy types into coal equivalents are those given in this reference. 


а Supplies defined as production plus imports minus exports. 


Ь Solid fuels. 


providing 84-68 per cent of their energy supplies. Austria, the 
Federal Republic of Germany, the United Kingdom and the 
United States are the least dependent. Gas is a major source of 
energy only in Austria, the Netherlands, and Romania. 


Table 2.9 shows the dependence of the countries on energy 
imports to fulfil their total primary energy requirement as well as the 


percentage of each energy source which is imported. Again, regional 
differences are striking with eastern Europe showing a high self- 
sufficiency, importing only 17 per cent of its energy needs. The 
west European nations have substantially higher energy import 
requirements (around 60 per cent of all energy is imported). More 
dramatic is the almost total dependence on foreign energy supplies 
of Denmark, Finland, Italy and Portugal. 


Oil 


а eee 


TABLE 2.9 


Net imports of each primary energy source as a percentage of its apparent consumption 
er eee ee 


Countries and regions 


Net imports 


Goul Oil Natural Hydro] Total 
gas Nuclear a primary 
energy 
IHKG! 

oer О aS te eae 44 100 99 1D 84 
mar Aa, и: 100 100 —= 97 100 
тЫ money eee ee es Sale 30 98 42 i 75 
Germany, Federal Republic of . . . —11 93 29 43 42 
| are Wee ce 28 100 = == 68 
Cal Vee eee нее, до 93 99 1 86 
Netherlands ат 42 97 —66 — 49 
Whanneral ИО о ооо — 100 4 — 46 
о о es ee! 98 1 14 61 

Other Europe 
Austria en Fe ee Ls eee ee 68 = 43 11 39 
Finland . А aden 100 100 — 20 92 
(О а Ая 10 100 — — 62 
а о ere ae 65 95 — 1 49 
Portugal RN ee Poe ar 60 100 — В 85 
а о № 19 100 100 1 74 
Sweden 100 100 — 9 74 
Switzerland Saanich cae GO Fe. 100 100 100 14 65 
SD UEC ou eae ee 2 eine: fe. & — 61 — — 38 
ИЕ ос ры в о а 11 63 — 1 Di] 
ПОВ Е о шо боба в 30 90 38 6 60 
Total western Europe | ae ee 10 97 10 61 

Eastern Europe 
ЕВ О В В 6 — — — 1 
В ее cas 32 96 — 14 sy 
@zechoslovakia’. ось. — 98 57 72 Dy, 
German Democratic Republic ... 10 97 — 43 23 
О У о 18 71 5 98 32 
Poland ORS ee RIO ie —26 95 22 54 —14 
О И а 17 17 — 1 9 
Total eastern Europe —3 70 8 54 la 
MotalsBuropes еее 4 94 4 13 50 
сана и АЕ. 38 —3 —56 2 — 14 
United States —12 15 4 2) 4 
Soviet Union —5 —23 2 — —9 
Total ECE region —2 41 1 6 16 


eee eee 


Source: World energy supplies (1968-1971) United Nations, Statistical Papers Series J, No. 16. The coefficients used 
to convert energy types into coal equivalents are those given in this reference. 


a Exports not accounted for. 


A similarity exists between most of the countries of eastern and 
western Europe in their near total dependence on imported oil to 
supply their oil needs. 

The energy source base for the generation of electric power in the 
ECE region is compared for the countries in table 2.10. The per- 
centage of total electric energy requirements which are provided by 
hydro, nuclear and geothermal energy are classified as primary 
production. 

Iceland, Norway and Switzerland generate almost all of their 
electric energy needs via these methods. Secondary electric energy 
production implies the conversion of a mineral energy source to 


thermal energy, which in turn is converted to electric energy by 
mechanical means. 


On a regional basis, western Europe depends on primary electric 
energy to fulfil a much larger percentage of its electricity need 
(32 per cent) than eastern Europe does (5 per cent). Western Europe 
depends on oil to a much larger extent in the generation of secondary 
electric energy while eastern Europe depends to a greater extent on 
coal. Only in Belgium, Luxembourg, the Netherlands and Romania, 
countries which either have domestic supplies of natural gas or 
are close to the deposits, does this form of energy play a large role 
in electric power generation. 


К esl we Де < 
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77 Get eh оси, 


eel 


Treland cy tae tape tame ie. Cpe ce 117 
а а м. 37 
Luxembourg : 46 
Malta ee Ash Paths ee “ay we ees) hue) о о oe a 
Ее А о omnes) haar Uke Wee ae 1 
Norway . . 99 
Portugalls > 3: Ws 
Spain . 56 
Sweden 78 
Switzerland ... 98 
ПО ао ыы 26 
United Kingdom . 12 
Yugoslavia , 53 

Western Europe 32 
Albania . 50 
Bulgaria . А eh Pye ache oe cimes 10 
Crechoslovalsiat с о eee 6 
German Democratic Republic Sei ре 2 
UR а er ss Eo eh eT a ee а о о 1 
Roland в сл, eee ee вл ay 3 
с бо М a о ee eee 11 

Easterm Europe? sen 6 2 2. 2s eee 5 

Europe (excluding Soviet Union) ® D5 
Soviet Union ЕО 16 

Europe (including Soviet Union) . 24 
Ganada . . и 76 
United States 18 

BCE CS 24 


Source: United Nations Annual Bulletin of Electric Energy Statistics for Europe 
1971, New York 1972. 


а Steam, waste products. 


Table 2.11 allows for the comparison of the consumption patterns 
of primary and secondary energy between the countries of western 
Europe.? For each country, the percentage of total primary and 
secondary energy used by each of its five major consuming sectors 
is given. Finally, the relative utilization of the primary and secondary 
energy sources in each of the five major consuming sectors is 


а In each country, varying percentages of primary energy sources 
are used to generate electric energy. The resulting electric power 
plus the remainder of primary energy sources represents energy 
which is available for final consumption. The calculation of this 
sum requires the use of energy balance techniques. 


ps 
Е 
9 
и 
88 | ans a ; 
63 54 4 Е. aa 
54 14 39 = 
100_ 100 = = 
99 28 60 ao ay 
1 — 1 = =. ‹ 
21 4 14 1 2. Se 
44 19 24 1 
р = 21 1 — ` 
ы — 2 = =. | 
74 44 30 — — 
88 62 24 a — 
47 42 5 — — 
68 37 24 7 — 
50 . 
90 = Е. = у 
94 88 3 3 — 
98 91 3 4 — 
99 50 35 14 —- 
97 90 > 2 4 1 
89 32 3 52 2 
95 79 5 11 = 
73 45 20 8 = 
84 
- 76 Pe 
24 16 4 4 = 
82 43 14 25 = 
76 43 17 16 = 


6 Excluding Albania and Bulgaria. 
с Excluding Albania, Bulgaria and the Soviet Union. 


presented for the western ECE countries in table 2.12. There is а 
wide variation in the use of oil as an energy source in the production 
of iron and steel. Relatively large amounts of oil are used in the 
steel industries of Denmark, Greece and Ireland. On the other 
hand, there is a high uniform use of oil in the transport industries 
of all countries. 


INPUT-OUTPUT-ANALYSIS 


input-output analysis was used to determine the increase in the 
price levels of the major components of final demand resulting from 
energy price increases. To calculate the price effects of the crude 
oil price increase, a national table of import coefficients which reflects 


—, - = 


ere ios 
PRUE soe сое we un ees, 6 12.7 

MAN rere ae en nn a ee 8.0 

О А 8.5 

Ор eee oe И ЕС 16.6 

, РО cos ae ee 2 eee. 55 
Е я а 9.3 

Ва ее 0.6 

Total western Еигоре? ....... 10.5 


25.0 5.8 39.4 19.1 
295 С. 80.9 19.9 
34.3 a 40.4 117 
33.0 @ PANGS) 37.0 
34.4 С 32.8 16.2 
34.7 a Moi 31.1 
29.3 С 45.5 ИХ 
26.4 wv 48 25.1 
30.6 С 40.4 18.5 


; Sources : Annual Bulletin of Electric Energy Statistics for 
; Statistics of Energy 1957-1971, Paris 1973. 


@ Included in other industry. 
— 6 Excluding Iceland, Spain, Turkey and Yugoslavia. 


both direct and indirect requiremenis of oil was used for each 
country. (In all of the west European countries, imported oil 
- accounts for 97-100 per cent of their oil requirements.) Similarly 
’ the direct and indirect requirements of coal were also accounted 
: в ог in the calculation of the effect of coal price increases on domestic 
, price levels. Separate calculations were made for the price effects 
of domestically produced and imported coal. In a number of 
west European countries, coal imports account for a large fraction 
of total coal use. 


The application of input-output analysis to the problem of cost- 
push price increases requires the following assumptions: 


1. All sectors experience constant returns to scale. 
2. Inputs are utilized in constant proportions. 
3. The price increases of energy inputs are passed on in full.? 


Under these assumptions, it can be shown that the percentage 
price change in each sector is equal to the coefficient of direct and 
indirect energy requirements times the percentage price change of the 
energy input. Once all sectoral price changes have been calculated, 
an index of price change for each major component of final demand 
can be constructed from national incomes information provided 
in the input-output tables. 


Where possible the Input-Output Tables for 1965, a series of 
national tables currently being standardized by the Economic 


в Most national price and incomes policies allow for cost increases 
to be passed on in full. 


Europe 1971, United Nations, New York 1972; OECD, 


Commission for Europe, were utilized for the calculations. Un- 
fortunately, only the tables for Belgium, Finland, France, the 
Federal Republic of Germany, Italy, the Netherlands, Portugal and 
Spain were available for immediate use. The tables are composed 
of 45 sectors. Manual calculations were performed for Sweden 
using a 36 sector table. A minor problem encountered in the use 
of the standardized tables was the classification of natural gas and 
crude oil extraction in the same sector. 


Other classification problems were as follows: 

1. Portugal: oil is classified along with mineral extraction. 

2. Finland and Sweden: oil, coal, and gas production are all 
classified together. 

3. The Netherlands and the Federal Republic of Germany: 
oil extraction and petroleum refining are classified together. 


A criticism of the use of input-output tables from around the 
year 1965 for price calculations is that the oil using industries in 
most countries have become much more oil intensive in production 
in the past nine years. Since price increases are directly proportional 
to the oil content of the industries, the use of dated tables will lead 
to an underestimation of price increases. On the other hand, the 
fixed technical coefficient assumption used would tend to an over- 
estimation of the current price increases. A scarcity of oil and higher 
oil prices may lead to an economization of oil and thus a reduction 
of oil content per unit of output. Secondly, if other energy forms 
can be substituted for oil in the short run, this will also reduce 
oil content. However, in this study this possibility has been partially 
accounted for by the consideration of the effects of gas and coal 
price increases. 
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3. ECONOMIC PROSPECTS 


Even before the effects of the limitations of oil supplies 
and of rising oil prices had to be considered, the economic 
outlook for 1974 was being tempered in the course of 
1973. Forecasts for 13 industrialized west European 
countries made before the oil price developments, 
indicated an average growth rate for 1974 of 4.3 per cent, 
which is below the long-term trend. The reasons for this 
anticipated deceleration were to be found both on the 
supply and on the demand side. One can hardly speak of 
over-all resource limitations since most countries showed 
less intensive utilization of both labour force and 
technical capacity than had been the case, for example, 
in the previous boom. But in 1973 there were scarcities 
with regard to various types of skilled labour. Over-all 
capacity utilization in industry has, historically, not been 
very high, although there are exceptions such as France 
and Spain (cf. section 1 (ii)). But some branches of 
industry reached capacity ceilings at an early stage of the 
boom, notably in the forest industries, in petro-chemicals 
and in branches of the engineering industry. Shortages 
of basic materials and of food products also developed. 


In addition to the supply bottlenecks which acted as 
a brake on the rate of increase of production, there were 
dampening developments on the demand side. The 
wage and price increases partly stimulated by rising 
import prices led governments to become more restrictive 
in their economic policies. Restrictive monetary policies 
in particular seem to have had a rapid impact on housing. 
The price increases have furthermore had a direct effect 
on real wages. With a few exceptions, real hourly 
earnings, on average, increased less in 1973 than in 1972. 
Disposable real income of households increased at a slower 
rate than expected and in most countries slower than real 
GDP. Thus the growth of private consumption in the 
second half of 1973 was considerably reduced in Canada, 
the United Kingdom, and the United States. In the Federal 
Republic of Germany there even appears to have been 
an actual decline in private consumption between the two 
halves of 1973. In Denmark, France, Ireland and Italy, 
on the other hand, real wages seem to have increased 
somewhat faster than in 1972. The main factors in- 
creasingly limiting the rate of growth of total production 
in 1973 were in any case expected to have a continuing 
effect in 1974, with the possibility, however, of private 
fixed investment and stock-building giving some impetus 
to growth in the course of the year. 


The industrialized countries in 1973 were not only 
heading for a slow-down of growth in 1974 but there were 
also prospects of continued large increases in domestic 
price levels. The effects of recent developments т the 
energy field are now superimposed on these existing 
tendencies. A rise in oil prices will tend to dampen 
demand and create supply bottlenecks in important 


sectors of the economy, and exert an extra cost push. 
The combination of steeply rising domestic prices and 
slower growth is thus aggravated, although the basic 
problems already existed and called for delicately 
balanced cost and demand management. 


The development of oil prices, on the other hand, 
appears to create a completely new situation with regard 
to the management of the external balances of various 
countries and of the region as a whole. Imbalances in 
international liquidity can be overcome by global 
strategies for pooling and stand-by arrangements to 
enable individual countries to cope with future develop- 
ments. If oil prices actually stay at the high levels 
announced at the end of 1973 (at the Teheran meeting) 
there will be an acute need for co-ordinated compensatory 
measures to be taken at an international level. If they 
settle at a level closer to the prices announced in October, 
the problems will be much more manageable. It is in any 
case important that help be given to individual countries 
in order to cope with the problems of growth and 
employment created by the new situation. 


In the following a brief assessment is given of the main 
problems indicated above: resource limitations and the 
related developments of commodity prices, demand and 
output and the balance-of-payments situation. There 
follows a discussion of the economic problems facing 
various governments in the near future and the challenge 
these problems pose for international co-operation. 


(i) Resource limitations and commodity prices 


The December deliveries from OAPEC fell below the 
September level by 12-15 per cent. This corresponds to 
a decline of about 6-8 per cent of total world exports 
of crude oil and perhaps to 10 per cent less than estimated 
requirements given the expected growth of output. There 
have been considerable differences between countries 
with regard to actual shortfalls and between their 
capabilities of offsetting these shortfalls through energy 
saving and substitution (cf. chapter 1, section 2). 


So far there has not, however, in western Europe been 
much disturbance caused by physical shortage of oil 
supplies. The exceptionally mild winter has helped a lot. 
There has been scope for saving and substitution in 
industry, the motivation for which was absent when 
supplies were abundant and oil prices relatively low. 
Such possibilities can be expected to be extended further 
in the future. But, in the short run, industry seems to be 
vulnerable beyond a definite reduction in energy supply, 
beyond which limit there is a relatively rigid trade-off 
against reductions in output. A major part of the short-run 
elasticity in the system therefore has been provided by 
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various kinds of voluntary and imposed savings by the 
non-industrial sectors. In the economy as a whole, 
savings seem to have been in the range of 10-15 per cent. 
The ingenuity with regard to savings has been impressive 
as witnessed by the multitude of devices used. 


Growth can probably continue in 1974 if actual supplies 
do not fall significantly below the embargo level an- 
nounced for January. The assumption is that industry 
can forsake the increase of oil supplies planned for 1974 
and that savings in the economy are retained. 
indication of an improved situation is anyway that 
several of the restrictions on oil consumption were 
abandoned during the first months of this year; but some 
restrictions may be in force for a longer time. The 
strategy is to keep back the energy consumption of the 
non-industrial sectors in order to protect the productive 
potential and employment of industry. 


Other supply problems related to shortfalls of oil 
and oil products, however, cannot be ruled out in the 
future. The probability of this occurrence will depend 
upon which of the conflicting strategies will be followed 
by oil producing countries. One possibility is to keep 
supply relatively abundant and at a price below that 
announced in December; this strategy would aim to 
keep oil in the energy picture for a considerable time to 
come and avoid giving oil consuming countries too strong 
and immediate incentives for developing oil substitutes. 
The argument for such a strategy would be strengthened 
if the demand for oil was price elastic, even in the short 
run. Another strategy would be to set relatively high 
prices and adapt oil production and deliveries accordingly. 
This latter alternative would obviously pose difficult 
short-term problems for the oil consuming countries. 
In this case restrictions on output growth from the supply 
side must be reckoned with, at least in some countries, 
and the implications for inflation and the balance of 
payments might become even more severe. There is 
finally a possibility of an increasing “‘free” market emerging 
for oil if oil producers do not follow a concerted strategy. 
There might then be a tendency for oil prices to fall back. 
It is impossible at the moment to ascertain the probabi- 
lities of each of the alternatives indicated above. One 
has therefore to consider—as will be done in the following 
sections—the effects of a range of price assumptions as 
a basis for a discussion of the prospects for growth, 
inflation, balance of payments and terms of trade. 


Balances of payments and terms of trade, however, 
may also be strongly affected by changes in commodity 
prices other than that of oil. The extraordinary com- 
modity boom of 1973 with prices typically doubling 
over the year and with many tripling or even quadrupling, 
has far exceeded the Korean boom of the early 1950s. 
Fundamentally it has reflected a strong rise in demand, 
meeting considerable shortfalls in supply. The 1972-1973 
boom in output was relatively modest for western Europe 
but it was closely synchronized with the strong upswings 
in North America and Japan. Strong demand also 
emanated from east European countries. The current 
demand was further strengthened by the need to replenish 
stocks which were unusually low at the end of 1972. 
Commodity stocks have been on a downward trend for 


Ап. 


quite some time. Ап adjustment to higher levels, which 
now might be viewed as normal with regard to increased 
uncertainties about supplies and deliveries, is increasing 
demand considerably. On the supply side, 1973 was 
marked by a coincidence of particular adverse factors 
—poor harvests, severely reduced supplies of many 
products (wheat, maize, oilseeds, cocoa, coffee, cotton, 
etc.) while strikes, plant break-downs and other difficulties 
seriously affected metal supplies (copper, zinc, alumi- 
nium). Supplies were also affected by transport bottle- 
necks, and for many products supplies of synthetic 
substitutes failed to grow sufficiently due to capacity 
constraints. Overlaying this situation of severe sectoral 
imbalances between supply and demand has been an 
exceptional speculative currency- and inflation-hedging 
demand for commodities which affected a large number 
of markets and which was particularly intense in the last 
quarter of the year and early in 1974. 


The underlying market imbalances should be signifi- 
cantly reduced during the course of 1974 as commodity 
supplies will increase, many under the stimulus of higher 
prices. Some primary commodity producers may try 
to resist a fall in prices, but the prospects of other producer 
cartels being as successful as that of the oil producers is 
rather slight. The rise in food prices should anyway 
decelerate with lower prices for grains, fats and oils 
and sugar. Meat prices may continue to rise since the 
supply shortfall reflects rather longer-term factors in the 
market situation, but improved supplies of foodstuffs 
could lead to a lower rate of increase. Metal prices are 
sensitive and could fall sharply as a result of lower demand 
and the removal of the various 1973 supply constraints. 
Some commodity prices may continue to rise as a result 
of the high energy content of production (aluminium, 
wood pulp). Higher oil prices will affect supplies of 
many synthetic materials as well as raising the production 
costs of many natural primary commodity producers. 
Such factors could help to resist a fall in prices. Similarly, 
higher fertilizer prices could offset some of the possible 
downward tendencies for food prices. Demand factors 
may change less spectacularly even if growth is rather 
moderate in the industrialized countries. In the event 
of a general recession commodity prices no doubt could 
start to fall dramatically. But in the more probable case 
of modest growth, changes in over-all demand might not 
have much bearing on commodity price developments. 
The replenishing of stocks would be one sustaining 
factor. There is also a possibility that part of the invest- 
ment-seeking funds will find their way into the markets 
of basic materials, particularly to metals. This could, to 
some extent, benefit non-oil producing developing 
countries but would make stabilization of*.commodity 
prices difficult. It would also make future changes in 
terms of trade and balances of payments even more 
difficult to predict than they are already. 


Finally, some account must be taken of the lagged 
effect of international spot market prices on national 
import unit price indices. Prices of a substantial part 
of international commodity trade are determined by sales 
under contract and other special arrangements rather 
than by free market prices: the increase in the latter has 
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therefore not been fully reflected in import costs in 
1973. To the extent that transactions prices follow spot 
Prices, although with a lag and in a dampened form, 
import prices might be expected to be appreciably 


higher during the first half of 1974 than during the second 
half of 1973. 


(ii) International trade 


The underlying changes in 1973 appeared to be working 
in the direction of a better balance in world trade and were 
expected to continue in 1974 with an improvement in the 
current balance of the United States and a deterioration 
of that of Japan. The lagged effect of exchange rate 
realignments would also be expected to reduce the 
surplus of the Federal Republic of Germany and the 
deficit of Italy, and at least prevent further deterioration 
of the position of the United Kingdom (implying a 
considerable improvement in the volume trade balance). 
These tendencies will now, to a large extent, be submerged 
by the development of oil prices which will adversely 
affect the current accounts of all oil importing countries. 
Since the related domestic prices will vary and thus also 
the impact on domestic demand and growth, there might 
also be changes induced by the rise in oil prices in the 
relative cyclical position of various countries. Thus the 
non-oil parts of the trade balance may be affected by the 
oil developments in a way that also obscures the trends 
that would be visible in a more synchronized business 
cycle development (such as prevailed in 1972-1973 and 
was generally expected also in 1974). 


_ АЕ present there seems to be no point in basing the 
current account prospects on any precise assumption 
about the development of oil prices. The impacts on 
import bills are anyway proportional to price changes, 
although additional allowances have to be made for 
demand elasticities and induced exports to the oil pro- 
ducing countries. A low alternative would be to assume 
a price increase (c.i.f. landed price of Arabian light crude) 
of 45 per cent over the pre-October price level,” a high 
alternative would be a price increase of 150 рег cent *° 
(several countries in their forecasts for foreign trade made 
at the beginning of 1974 have assumed increases in the 
price of oil in the range of 150-180 per cent). Applying 
these price assumptions to the volume of imports foreseen 
for 1974, one can calculate the additional cost of oil 
imports. At the lower end of the range the added cost for 
western Europe would amount to 9-10 billion dollars.** 
(A cut of domestic consumption of oil from the likely 
1974 level might reduce this increase by a couple of 
billions). At the upper end of the range the increase of the 
import bill would be about $30 billion. Allowing for 
some further reduction of demand at this higher price 


79 The c.i.f. price is assumed to increase from $3.45 to $5.00. The 
corresponding posted prices are $3.00 and $5.11. 

80 The c.i.f. price is assumed to increase to $8.70. The cor- 
responding posted price is $11.65. | 

81 OECD, Economic Outlook No. 14, Paris, December 1973, p. 18. 
It is assumed here that the higher price will not decrease demand. 
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and allowing also for some additional rise in exports to 


the oil exporting countries, the additional cost would be 
some 20-25 billion. 


On the lower price assumption the extra import cost 
for each of the four major west European countries, and 
assuming some domestic energy savings, would be in the 
range of $750-1,250 million which would significantly 
add to the burden of the deficits which had already been 
forecast for Italy and the United Kingdom. The North 
American countries would not be much affected since 
domestic savings on volumes could compensate for the 
price increase. At the upper price range, however, the 
impact on the import bill for each of the four major 
west European countries would be in the range of $3-4 
billion (allowing for demand effects and induced exports). 
On this assumption hardly any west European country 
would avoid a deficit on current account (Sweden, the 
Federal Republic of Germany and the Netherlands 
might be exceptions) and the expected surplus of the 
United States would tend to disappear. The percentage 
increase of the import bill, on the higher price assumption, 
would be 10-15 per cent for the countries hardest hit, a 
group to which the south European countries, Spain, 
Greece and Turkey also belong. The countries least 
affected would experience an increase of 4-5 per cent. 


Calculated in terms of GNP, the impact of the oil 
price increase for the west European countries would be 
in the range of 0.7-2.0 per cent at the upper price level 
and of 0.2-0.6 per cent at the lower level. Belgium, Italy, 
the United Kingdom, Denmark, Ireland and Finland 
would be relatively hard hit, Austria, Norway and 
Switzerland relatively lightly. These impacts are equi- 
valent to deteriorations of the terms of trade which 
would be transmitted through to the domestic price 
system. If real expenditures (including exports) and 
thereby real GNP, were unaffected by the price changes, 
real domestic income would diminish by the loss of terms 
of trade. (The counterpart of this loss would be an 
increase of net foreign borrowing.) Real expenditures, 
however, might be affected by the price increases, the 
extent differing as between demand sectors. 


By simulating the effects on individual economies 
(using input-output tables) of a given increase of the im- 
port price of oil, it emerges that prices for exports and 
private consumption are particularly sensitive. In these 
two sectors the elasticity of demand with regard to price 
changes might be relatively high and the price increases 
would thus directly affect production and employment. 
On the lower oil price assumption the range between 
countries for the consequent increase of export prices 
would be 0.5-1.2 per cent (the United States and Canada 
would both be considerably below this range). This does 
not seem to amount to much in terms of export competi- 
tiveness when on average the increase of export prices may 
be of the same magnitude as in 1973, i.e. some 8-9 per cent 
(in national currencies). But on the higher assumption for 
oil prices, the effect on export prices for most individual 
countries, would vary between 2 and 5 per cent. The 


82 For details of these calculations see chapter 1, section 2. 
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Federal Republic of Germany would be at the lower, the 
United Kingdom and Italy at the upper end of this range 
and the Netherlands considerably above. In this case 
there would thus be quite a change in the competitive 
position of various countries. 

For the region as a whole the increase of export prices 
would, to some extent, improve the terms of trade. But 
since the industrialized countries largely trade with each 
other, the gains would tend to be offset by increased 
import prices. The latter “rounds” of export and import 
price increases would gradually be absorbed by domestic 
prices. Terms of trade vis-d-vis the oil producing coun- 
tries would improve with increasing export prices from 
the industrialized countries. There is, however, a possibil- 
ity that the oil prices will be linked to oil countries’ im- 
port prices, in which case of course no net change would 
occur. 


(iii) Output and inflation 


Increase of total output 


(Percentage) 
Country 1973 a 19746 1974¢ 
Austria Ad sete arte 6 414 4и 
Belgium-Luxembourg ...... - 6 5 2% 
Denmark 5 4 214 
Finland 5% 5 3 
а о ов ee 6 5% 4 
Germany, Federal Republic of . 6 3 0-2 (114)4 
Ireland 8 4% oe 
Italy 5% Й 4—5 
Netherlands 5 314 21% 
Norway . 4 5% 4 
Sweden ee ie ce tae re 3 5% 4 
Иена ea ey о cos: 4% 3% 2 
United Kingdom 51% 3% -1 
Total above SY 4% 2 
Canada с 7 5% 4% 
United States of America 6 21 1 
TOTAL 6 314 WA 


а National sources. 

b Forecasts from. OECD, Economic Outlook No. 14, Paris, 26 November 1973. 

с Forecasts generally made in January-February (national sources) and secretariat 
estimates. 

а From Annual Report of the Central Government and 1FO Institute respectively. 


At whatever level oil prices finally tend to settle,® 
there is one obvious effect to reckon with. Several coun- 
tries in an already precarious balance-of-payments posi- 
tion will see this position worsened and become even less 
manageable than would otherwise have been the case. 
Italy and the United Kingdom can be mentioned as ex- 
amples among the west European countries. India is one 
among the developing countries for which an urgent 
solution has to be found. A recession in the industrial- 
ized world would probably further worsen the terms of 
trade of most developing countries and have grave impli- 
cations for their further growth. 


88 Chapter 1.2 analyses the implications of the ‘‘compromise”’ 
assumption that the posted oil price falls to $8.00, i.e. by about 
30 per cent below the January announcement. 


The OECD forecasts for 1974, published after the 
October but before the December announcements of 
increases in oil prices, can be taken as a bench-mark for 
discussing output prospects. (This corresponds to the 
low oil price assumption above.) These forecasts for 
1974 were, in most countries, significantly below the 
growth rates actually achieved in 1973, as is shown in 
the preceding text-table. 


According to this comparison, only Italy, Norway and 
Sweden were expected, at the end of 1973, to accelerate 
their rate of growth between 1973 and 1974. Output in 
Italy and Sweden, in 1973, was still significantly below 
capacity levels and part of the slack was expected to be 
taken up in 1974. For some time there has been a boom 
in Norway marked by expanding private consumption 
and investments related to the exploitation of North Sea 
oil. On the other hand, there were indications of a nota- 
ble slowing down of the rate of growth in two major 
west European countries, the United Kingdom and, 
particularly, the Federal Republic of Germany. In the 
United States the slow-down had become very marked 
towards the end of the year. 


Country forecasts were revised at the beginning of 1974 
and were generally based on assumptions corresponding 
to the upper limit of the above-mentioned range of oil 
prices. (See last column of the text-table.) On this as- 
sumption the average growth rate would be halved for the 
group of European countries as well as for the ECE region 
as a whole. To a large extent the revisions refiect the 
impact of higher prices on private consumption. 


The direct impact on consumer prices of higher oil 
prices would presumably be somewhat smaller than the 
impact on export prices referred to above. It would also be 
more uniform for various countries and be centred around 
0.5 and 2 per cent respectively for the two oil price alter- 
natives.** Again this does not seem to mean very much 
since consumer prices generally can be expected to in- 
crease fast in 1974. But it will be hard for wage-earners 
to compensate themselves for price increases generated 
by oil prices—equivalent to a productivity decrease— 
since these will be looked upon by enterprises (and gov- 
ernments) as legitimate reasons for raising domestic 
prices. To some extent cost increases might, however, be 
absorbed by profit margins, which seem to have increased 
considerably in most countries in 1973. In those coun- 
tries where energy prices are subsidized—as has been the 
case with food prices—there would be a dissaving by the 
government sector and no reduction in real demand. 


These increases in consumer prices induced by higher 
oil prices only indicate “‘first round” impacts. Besides 
the possible secondary effects via a wage-price spiral, 


п the fourth quarter of 1973 the contribution of the price 
increase of ‘‘fuel and light’’ to the increase in total consumer price 
(over corresponding period 1972) was 3.8, 1.7 and 1.4 percentage 
points in respectively Switzerland, Sweden and the Federal Republic 
of Germany. In Austria, Finland, France and the United States, 
on the other hand, the contribution was not more than about 
one-half per cent; in the United Kingdom it was only 0.2 per cent. 
This tise in relative ‘fuel and light’? prices gives only a rough 
pete of the direct impact of higher oil prices on consumer price 
Indexes. 
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there will be the secondary effects via import prices as 
countries transmit to each other that part of the primary 


impact of oil prices that has been passed on to the export 
sector. 


The outlook as seen by national forecasters and budget 
planners before the present oil situation arose was for a 
deceleration in the rate of increase of consumer prices; 
for 13 north west European countries the average increase 
in 1974 ranged between 6 and 9 per cent. This ex ante 
outlook was largely based on the assumption of deceler- 
ating growth rates of production but in many countries 
it also assumed that price control and, in some, incomes 
policy would continue to be effective. The outlook now, 
based on a variety of oil price assumptions but also on 
the general assumption that supplies will not be cut fur- 
ther and will most probably increase through the year, is 
for a range of between 8 and 12 or 13 per cent with an 
average rate of increase of about 11 per cent. The uncer- 
tainty surrounding future rates of price increase stems as 
much from doubts as to whether the wage-price spiral 
can be slowed down as to what will be the course of oil 
prices. 


The effect of price increases of energy resources other 
than oil and that of relative consumer prices will have to 
be considered also. The relative prices of various con- 
sumer goods and services are changing considerably due 
to the direct and indirect effects of higher energy prices. 
As a result, demand will tend to fall relatively for a num- 
ber of goods such as large cars and motoring in general, 
for energy consuming household appliances and for all 
consumer goods with a high energy content. 


Besides the revisions of forecasts for private consump- 
tion there are also downward revisions of investment 
plans. Investment should have been the driving force in 
1974, but forecasts for the Netherlands, the Federal 
Republic of Germany, Finland and Switzerland show 
significantly lower rates of growth in 1974 than in 1973. 
In Norway and the United States, however, the growth 
of investment will be maintained, and in Sweden is likely 
to increase considerably. 


For the smaller countries there are also significant 
downward revisions of export prospects in anticipation 
of a slower growth of their export markets in the larger 
countries (e.g. Sweden and Ireland vis-d-vis the United 
Kingdom, Denmark and the Netherlands vis-d-vis the 
Federal Republic of Germany). The south European 
countries foresee adverse effects on tourism and emigrants’ 
remittances which would significantly hurt their current 
accounts. If domestic demand is dampened everywhere, 
all countries will, of course, suffer from lower exports 
and the growth of international trade will be dampened. 
The present outlook for the trade of industrialized coun- 
tries is for a dampening of the rate of volume growth 
from about 14 per cent in 1973 to less than half that rate 
in 1974. 

There are, naturally, considerable uncertainties about 
the course of future domestic demand. It 1$ difficult to 
forecast household reactions to increases in consumer 
prices that will probably be even higher in 1974 than in 
1973. Autonomous changes in private consumption 
could greatly affect the development of domestic demand 


in the near future. The present large increases in the 
price of petrol for driving, heating, etc.—following closely 
upon large increases in food prices—could cause such a 
lag in real expenditure that has lately been noticed in 
several countries. Since consumer confidence in several 
countries appears to be at a low level, the precautionary 
motive for saving and liquidity may also increase, as it 
seems to have done in the recession of 1971-1972. For 
some time at least, private consumption, on balance, will 
probably exert a dampening influence on economic 
growth. 


Private investment is also very difficult to forecast. 
Capital goods industries in many countries had large 
order books at the end of 1973. But investors’ confidence 
has been gradually dampened and plans revised down- 
wards. There might be a counteracting expansion in 
fields that now seem attractive because of changes in re- 
lative prices of energy, certain basic materials, and oil- 
based products. But as the future is so unclear, entre- 
preneurs’ planning horizons may have shortened, even 
allowing for the fact that new plans take some time to 
materialize. Thus, again, the prospects are for a damp- 
ening in the short run with the possibility of a revival 
later on. Furthermore, developments at the beginning of 
1974 are still influenced by the lagged effects of the eco- 
nomic policies pursued during 1973. These policies, 
particularly monetary, were mainly restrictive. There 
has been some easing in fiscal policies but generally they 
have been neutral. Thus there would be not much of a 
stimulus emanating immediately from the public sector. 
In a longer perspective there might be a heavy concen- 
tration of public investment in basic energy and transport 
and of private investment also in energy saving projects 
and production. 


(iv) Economic policies 


The tendencies for a slowing down of domestic demand 
will be more or less pronounced in diiierent countries 
and there may also be some exceptions, for example, 
France, Norway and Sweden. But generally speaking the 
big majority of countries appear to be in a similar posi- 
tion of moving towards less utilization of resources with 
slowly increasing unemployment. There is at present a 
hesitation to counteract this development with over-all 
expansionary economic policies, particularly since there 
are already prospects of improvements in growth rates 
during the course of the year (e.g. in the United States 
and the United Kingdom). The general attitude seems 
to be that with prevailing uncertainties some under- 
utilization of resources could be accepted since, in the 
short run, this would take the form of a slow growth of 
productivity rather than severe unemployment. Mean- 
while there are standby arrangements in case the slow- 
down shows a tendency to become more general and 
aggravated. 

In several countries there is, by contrast, considerable 
concern about excess demand in spite of the dampening 
effects of increasing domestic prices on private consump- 
tion. Policy makers are faced with complicated problems 
of demand management since over-all cost push and 
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sectoral deficit demand can exist side by side. Imbalances 
of a bottleneck nature rule out an application of general 
policy measures in one direction or another and, instead, 
call for selective policies. 


The Federal Republic of Germany and Sweden had 
significant unused resources at the end of 1973 and com- 
fortable current account positions. The scope for reflation 
by general stimulation is thus a relevant issue for eco- 
nomic policy. Italy too has a considerable amount of 
unused resources but balance-of-payment considerations 
may limit the scope for reflation. In the United Kingdom 
the productive potential during the miners’ strike prob- 
ably was shrinking faster than over-all demand. After 
the settlement, production should be able to recuperate 
rapidly and might, for some time, run ahead of demand.” 


In most of the other west European countries there 
seems presently to be less concern about a slow-down in 
growth in spite of the pessimistic forecasts turned out at 
the beginning of the year. Generally reflationary measures 
might also look inflationary in view of still prevailing 
sectoral resource limitations. 


For each of the countries facing a deteriorating external 
balance the rational policy would appear to be to shift 
resources to exports. Such a policy would also maintain 
economic growth in the case of slackening domestic 
demand. For countries with full resource utilization such 
a shift of GNP would require no more than a temporary 
dampening of the growth of domestic expenditures. Once 
the shift to exports was achieved domestic expenditures 
could go on to grow much as if there had been no impact 
from higher oil prices (except for the effect of growth 
potential that may have come from the dampening of 
domestic investment). The problem is of course that 
countries striving and succeeding in compensating for 
losses in their terms of trade and for a deterioration of 
their current balances would further aggravate the posi- 
tion of other countries. For the region as a whole, the 
balance-of-trade loss, vis-d-vis the oil producing coun- 
tries, can only be compensated by an increased net surplus 
yis-@-vis other regions. There will probably be a consider- 
able increase of exports to oil producing countries in- 
duced by the higher oil prices and this should not be 
under-estimated.®* But this induced export flow will be 
nothing like the developments that automatically have 
taken place before when developing countries have earned 
foreign exchange in connexion with rising prices of 
basic materials. Their foreign exchange reserves have 
been spent, with a relatively short time-lag, on imports 
from developed countries. This mechanism does not 
function now that the countries which accumulate foreign 
exchange do not have the absorptive capacity to spend 


85 The forecast given in the text-table above, refers to the 
“optimistic’’ alternative given by the NIESR in its February report 
(1974:1). 

86 Tn the first ten months of 1973 there was an increase of 44 per 
cent of western Europe exports to “high absorption сарасцу” 
oil producing countries (Algeria, Indonesia, Iran, Iraq, Nigeria 
and Venezuela). Simply maintaining this rate—it will probably 
increase—would add a further $3 billion in 1974. Countries with 
a relatively large share of their exports going to the oil producing 
countries are the United Kingdom, Italy, France and Spain. 


them on imports. Another adjustment mechanism has. 
to be found which will also take into account the fact 
that the non-oil producing developing countries will be 
worse off because of the oil situation. 


The developing countries need additional resources to 


pay for the increase in their own oil import bill which has 
been estimated to be as much as 25 per cent of their total 
1972 imports. There is also the risk of worsening terms 
of trade with the industrialized countries if the growth of 
these countries is seriously dampened. Finally there is a 
risk that foreign aid from the developed countries is cut 
back in a (self-defeating) effort to improve their current 
balance. There might instead be a case for increasing 
foreign aid from the industrialized countries to the extent 
they would otherwise have under-utilized resources. 
There is, however, a limit to such an increase because the 
absorptive capacity of the non-oil producing developing 
countries cannot expand very fast in the short run. Fur- 
thermore, the stepping up of foreign aid or the extension 
of short- or long-term lending to the developing countries 
might not, from the point of view of the industrialized 
countries, appear as a satisfactory solution to the con- 
tinuous increases in their own indebtedness to the oil 
producing countries. 


The immediate problems of international liguidity will 
be alleviated by capital reflows from the oil-producing 
countries. These reflows might be unevenly distributed 
but acute imbalances can be covered by a re-allocation 
between deficit and surplus countries. To a considerable 
extent short-term financing can also rely on existing gold 
and foreign exchange reserves. In the low-price alternative 
there would not seem to be very much of a problem in 
the short run as deterioration of the current balances and 
of the terms of trade would not be very large. But even 
in. this case difficulties would eventually emerge as deficits 
and debts would accumulate year by year. 


If the west European countries have, in the short run at 
least, to settle for large deficits on current account, they 
still have to consider not only the means by which growth 
and employment can be assured in the face of the damp- 
ened demand that will tend to emerge in such a situation, 
but also how these means can be selected to suit the new 
situation. There would, particularly, be an opportunity 
to expand investment, since private consumption, anyway, 
tends to be sluggish. Thereby the loss of savings in terms 
of the deterioration of the current balance could also, 
entirely or to some extent, be replaced by domestic saving. 
This at least would create opportunities to offset or dis- 
engage the burden of an increasing foreign debt in the 
future. As a matter of fact, it has been suggested that to 
some extent these real investments could.take such a 
form that they would create attractive investment outlets 
for the large funds emanating from the earnings surpluses 
of oil producing countries. Any solution to this problem, 
however, involves difficulties concerning protection 
against inflation and devaluations that presumably only 
can be solved by international monetary co-operation. é 


Inflation is still another—but already old—problem to 
which no ready and practicable solutions have yet been 
found. The possibility of the expected rates of increase 
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being reduced by existing policy initiatives in the field of 
prices-and incomes appears modest. Direct action to con- 
_ trol price increases was widespread in 1973 but there are 
few grounds for believing that these policies will be 
successful in breaking the wage-price spiral instead of 
bringing about a momentary deceleration in the consumer 
price index. The general experience with price freezes is 
that they lead to a sudden surge in the price index when 
they are relaxed; and if they are maintained for too long 
they can lead to a reduction in supplies and other distor- 
tions which simply build up further inflationary pressure. 
Incomes policies, which are much less widespread than 
price controls, have generally taken the form of short-run 
freezes on increases or of specified maximum increases. 
As with price controls, incomes policies have usually been 
an ad hoc response to a worsening inflationary situation 
and, similarly, their repeated renewal frequently leads to 
industrial unrest, and to severe distortions in the eco- 
nomy. While it may be true that an incomes policy is 
necessary to break the wage-price spiral, the policies so 
far followed in some countries have been rather narrow 
in application—falling considerably short of a genuine 
“social contract’’—and applied only in the short run and, 


as such, have not been successful. There is widespread 
recognition of the fact that the current inflation is an 
international phenomenon but so far there has been little 
readiness to adopt a co-operative international policy 
approach; countries have rather tended to draw attention 
to the international nature of inflation as an explanation 
for the failure of their nationalist policies. 

The short-run nature of current anti-inflation policies has 
been particularly noticeable in the area of trade controls 
in 1973. For input goods such as fertilizers and petroleum, 
as well as a number of agricultural products, a widespread 
reaction has been to promote imports and to restrict 
exports, a self-defeating combination which is ironically 
the reverse of the competing commercial policies of the 
1930s. For some output goods with falling domestic 
demand, such as automobiles, there is a tendency (or 
temptation) to restrict imports and promote exports. But 
these are ad hoc measures taken to cope with a develop- 
ment that is of a long-term nature. There is now scope 
for international co-operation which takes into account 
the new trade and investment patterns that will emerge 
because of seemingly irreversible changes in relative prices 
and financial flows. 


| 
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4. DEVELOPMENTS IN SOUTHERN EUROPE 


(i) Introduction 


In 1973 economic growth in the south European coun- 
tries (except Turkey) was approximately the same as in 
1972. For the second consecutive year there was a slow- 
down in the rate of expansion in Turkey, which in 1973 


was exclusively due to a decline in agricultural production 
(table 4.1). 


For the period 1970-1973 preliminary results show that 
total real output expanded in Greece by almost one-third, 
by about a quarter in the Iberian countries and by one- 
fifth in Turkey and Yugoslavia. The expansion had, 
however, different forms. In Greece, there was an accel- 
eration in 1972 and 1973 of an already extremely high 
rate of expansion. In Portugal the fluctuations remained 
limited and the rate of expansion remained steady. In 
Spain, changes in the growth of total output correspond 
closely to changes in an industrial cycle increasingly con- 
vergent with that of industrial western Europe. In Turkey 
the changes in the rate of expansion reflect the fluctuations 
of the agricultural sector. In Yugoslavia a deceleration of 
growth has occurred in the last three years, partly under 
the influence of demand restraining policies and partly 
because of the emergence of capacity bottlenecks in indus- 
tries producing primary and intermediate inputs for 
manufacturing. This last factor was strongly influenced 
by an earlier switch of capital formation toward non- 
productive sectors. 


There is a broad similarity in the economic develop- 
ments of southern Europe with regard to the driving 
demand forces. In 1972, foreign demand was the most 
expansive sector of total demand except in Spain. The 
growth of the foreign demand sector seems to have accel- 
erated in 1973 in every country except Greece and Yugo- 
slavia. Only in Spain has the growth of foreign demand 
been exceeded in 1973 by that for fixed capital formation. 
In other south European countries in 1973 (except Yugo- 
slavia) the foreign sector and capital formation, in that 
order, were the most expansive sectors of total demand. 


The rate of inflation accelerated in 1973. This was 
particularly the case in the three fastest expanding coun- 
tries—Greece, Portugal and Spain. 

The rapidly rising demand pressure in Greece was also 
reflected in 1973 in the deterioration of its current balance, 
corresponding to about 0.6 per cent of GNP. In the 
Iberian countries, the current account seems to have 
changed little. There seems, however, to have been a 
marginal increase in the current surplus of Portugal and 
a somewhat more sizeable decline in that of Spain. 
Turkey moved from virtual equilibrium in 1972 to a small 
current surplus in 1973. In Yugoslavia the current sur- 
plus increased also in 1973. 
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As is the case for western Europe at large, economic 
Prospects for 1974 in south European countries will be 
considerably influenced by supplies and prices of oil. But 
during the course of 1973, expansion in the Spanish 
economy was already tending to calm down. In Greece, 
inflationary pressures were already such that a policy of 
restraint with likely dampening effects on the rate of 
output expansion was becoming necessary. 


Southern Europe will be affected by a dampening of 
growth in western Europe, particularly because of the 
following reasons: 


(а) Tourism receipts are important for all of these coun- 
tries (to a minor extent for Turkey) and represent a fun- 
damental and rapidly growing balancing item for their 
structural commodity-trade deficit. In the event of a 
recession in western Europe, tourism expenditure might 
decline rapidly as this item seems to be very income 
elastic. 


(b) Emigrants’ remittances from industrial countries 
also provide an important balancing item in the external 
payments, particularly for Turkey. If the labour markets 
of the industrial countries slacken, these flows could not 
only stagnate (there were already some signs of this in 
1973) but even decline. 


(c) There will be a slow-down of exports. Southern 
Europe’s commodity exports to western Europe have 
been growing quickly during the last decade, and in the 
case of manufactured goods, increased market shares in 
the industrial countries being achieved. This factor is 
particularly important for Portugal and Greece. 


There are, however, important differences between 
countries. Greece seems to be the more vulnerable 
country, since it combines a large trade deficit—relative 
to GNP—with an unfavourable energy balance because 
of its high degree of import dependence.*’? In Spain the 
situation is worse than that of Greece from the point of 
view of energy import dependence, but its present high 
level of external reserves and the relatively small depen- 
dence of its economy on exports should give this country 
better short-term possibilities of adjustment to a new 
situation. In Turkey the total energy balance is consid- 
erably less import dependent than in the other south 
European countries. The present level of reserves, less 
dependence on tourist receipts, and the fact that emigrant 
remittances will probably be less affected in the short run 
by a recession also seems to give Turkey a certain lee-way 
for policy adjustments. Portugal stands in a unique 
situation. Its energy balance—considering Metropolitan 
Portugal alone—is extremely unfavourable, but Angola 


87 Oil accounts in Greece for a lower proportion of the total 
energy balance than in other, southern countries. 
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has lately emerged as an important net exporter of oil. 
For the escudo currency area as a whole, the higher price 
of oil could result in a favourable terms of trade effect. 


(ii) Output, demand, and prices 


For the second consecutive year the Greek economy 
achieved a rate of growth of output in 1973 of more than 
10 per cent, which is well above the average annual rate 
in the post-war period. This exceptionally fast rate of 
growth of output was maintained in 1973 because the 
acceleration in the rate of growth of the secondary sector 
—mainly manufacturing—offset a minor decline of 
agricultural production. Agricultural output is estimated 
to have recorded a marginal decline as the increase of 
output of some major crops (e.g. olives and tobacco) 
was offset by declines elsewhere (e.g. wheat and cotton). 
There was a widening of the current account deficit, while 
prices rose at a much faster rate than in the previous 
year. 


An acceleration of domestic demand as well as the 
entering into production of newly created capacity led to 
an increase in the rate of growth of manufacturing; it 
rose by 18 per cent in 1973 compared with 14 per cent in 
1972. The faster rate of increase was mainly accounted 
for by petroleum products, foodstuffs, textiles, metal- 
lurgical products and chemicals. A deceleration occurred 
in construction activity as a result of the measures taken 
towards the end of 1972, when bank credit for housing 
investment and approvals of new housing loan applica- 
tions from buyers were suspended.** Services expanded 
at practically the same rate as in the previous year. 


Official estimates of the volume of national expenditure 
in 1973 are not yet available, but it would appear that the 
acceleration of demand was mainly accounted for by 
private consumption. The increase of investment was higher 
than in 1972. There was a marked deceleration of invest- 
ment in dwellings and a cousiderable acceleration of in- 
vestment in transport and other equipment except ships. 
Payments for the import of capital goods increased by 
48 per cent in 1973 compared with 35 per cent im 1972. 
This reflected an acceleration in the increase of private 
investment. Government investment, which was expected 
to rise faster in 1973 according to the 1972 budget, appears 
to have grown at a lower rate than in 1972, as the planned 
investment expenditure was revised downwards. 


In 1973 consumer prices in Greece increased by 15.5 
per cent over 1972, which compares with a 4.3 per cent 
increase in 1972 over 1971. The price increase accelerated 
throughout 1973 in the sense that the quarter to quarter 
increase 1973-1972 was 7.4 per cent for the first quarter, 
10.5 for the second, 15.9 for the third and 27.8 in the 
fourth quarter. This reflected mainly an exceptionally 
fast growth of food prices, the result of both higher prices 
of domestic primary production and also the considerable 


88 See, Bank of Greece, Report for the year 1972, Athens 1973, 
p. 94. Credits for housing show a rate of increase during the first 
three quarters of 1973 considerably lower than that for the cor- 
responding period of 1972. 


increase of prices of imported foodstuffs and agricultural 
products following the currency re-alignment and the 
substantial rise of world market prices. The price in- 
crease acceleration of the last quarter followed the 
ending of the price freeze. 


In Portugal GDP (at factor cost) expanded in real 
terms in 1972 by 7.5 per cent and the rate of expansion 
did not change substantially in 1973.8 In both years the 
growth was accompanied by large price increases, but 
the relative strength of the main demand sectors has 
changed and the current balance was probably in some- 
what greater surplus in 1973 than in 1972. 


Agricultural output, which declined in 1972, does not 
appear to have recovered much in 1973. 


In the absence of a recent index for industrial produc- 
tion, it is difficult to estimate recent changes in manufac- 
turing in Portugal. It seems, however, beyond doubt that 
the growth of the industrial sector in 1972 and 1973 has 
been close to or above the 9.5 per cent target rate of 
growth foreseen in the (revised) Third Development Plan. 
Demand for industrial goods has risen sharply throughout 
the period September 1972 to September 1973, as is 
shown by the results of the Industrial Corporation half- 
yearly enquiries..° Foreign demand has again been the 
strongest factor behind the total demand for industrial 
goods. The index of capacity utilization, which was 
reported at 81 per cent in September 1972, rose to a 
record 85 per cent in September 1973 and stocks of fin- 
ished products have decreased with increasing capacity 
utilization. If any slow-down in the rate of expansion of 
the industrial sector had occurred in late 1973—which is 
doubtful—it would be due to a lack of capacity rather 
than insufficient demand. 


The rising demand pressure for industrial goods — 
throughout 1973 was mainly centred on consumer goods, 
since demand for investment goods had already risen in 
1972. Particularly large increments appear to have 
occurred in textiles (especially in cotton and artificial 
fibres), organic chemicals, wood and cork processing and 
basic metals. The output of public utilities seems to have 
expanded in line with manufacturing as a whole.” In 
mining the results are less encouraging, although a decline 
in coal production could be well offset by increases in 
the extraction of non-metal minerals and non-ferrous 
metals. 


The construction sector, which had grown rapidly in 
1972, seems to have continued its expansion in 1973, 
particularly in the public works and non-residential con- 
struction sectors. 


The available indicators for the service sectors show 
that their rate of growth was not very different from that 
for the economy as a whole. 


89 According to a ministerial statement of November 1973. 

0 These enquiries, which cover 4,000 firms, show that the net 
balance among estimates of “‘weak’’ and ‘‘strong’’ demand passed 
from 1 point in favour of “weak’’ in September-October 1972 to 
17 in favour of “strong” in March 1973 and to 34 in September- 
October 1973. 

1 Blectricity generated increased by 12 per cent in 1973. 
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As has been the case in recent years, higher production 
seems to have had only a very limited effect on employ- 
ment. The general index for wages in industry and 
transport relates to the second quarter of 1973 and shows 
an increase over the same period of 1972 of only 6.6 per 
cent in Porto and 12.6 in Lisbon. On the other hand, 
rural salaries (men) have increased very rapidly and in 
September were nearly 25 per cent above the level of 1972. 
Consumer prices have increased at an increasing tempo 
throughout 1973. The Lisbon general index was up 9.5 
per cent over a year earlier in January, 12 per cent in 
June and 19 per cent in December 1972. The direct con- 
trols adopted in 1972 have had success in so far as the 
increase in food prices lagged 3 to 4 percentage points 
behind the increase in the over-all index. The aggravation 
of inflationary pressures—which to a considerable extent 
reflects the influence of rising world prices for primary 
products as well as internal supply constraints—led to 
the creation in October 1973 of the National Price Coun- 
cil. In this new organization will sit together represen- 
tatives of the Government, corporations and consumers’ 
organizations. Apart from information and research 
tasks, the new body will be entitled to negotiate “‘sta- 
bility agreements” with firms and to grant in return 
certain credit and fiscal advantages, the latter in the form 
of accelerated depreciation allowances. 


A precise quantitative assessment of the expansion of 
the main sectors of demand in Portugal in 1973 is not 
possible, but it seems clear that the export sector has been 
again the most expansive, followed probably by public 
investment and consumption and private gross fixed in- 
vestment. 


In 1973, Spain’s economy continued the vigorous ex- 
pansion which began towards the end of 1971. Although 
the upward moving period of the cycle ended towards the 
end of 1973, GDP is expected to grow in real terms for 
the second consecutive year by some 8 per cent. The 
last two years are, therefore, the period of most rapid 
growth since 1962. Moreover, the present boom has 
lasted longer than the previous one (1968-1969) and has 
been more intense since capacity utilization and the order- 
books have reached record levels while inventories have 
fallen to a record low. Every sector of demand has par- 
ticipated in this expansion and every major sector of 
output has grown vigorously. 


Agricultural production expanded by over 5 per cent 
in 1973. Most of the increase was in animal products, 
while crop production probably remained at about the 
same level as in the previous year. The fish catch has 
declined due to the limitations introduced by the exten- 
sion of territorial waters in some African countries. 


After increasing in 1972 by 12 per cent, value added in 
the industrial sector in Spain (including mining and 
public utilities) grew by about 11 per cent in 1973. 
The lower rate of growth is due to capacity limits. In 
November the total stock of orders suffered a minor con- 
traction centred in investment goods and in December 
1973 the stock of orders declined substantially—due to a 
decline in consumer goods. The level of inventories, 
however, continued to decline. Excess demand, measured 
as the differences between orders and stocks, reached its 


maximum—which was also an eight-year record—in 
October 1973, but capacity utilization (seasonally ad- 
justed) reached its highest level during the first quarter of 
1973 and has declined since, due mainly to inadequate 
supplies of manpower and intermediate inputs. 


The construction sector began a strong recovery in 
1972 which continued in 1973. The increase in the last 
two years has thus been about equal to that of the pre- 
vious six years and has led to a rapid decrease in regis- 
tered unemployment in the sector from 92,000 in February 
1972 to less than 40,000 in November 1973. 


Public utilities and the service sectors continued to 
expand in 1973 at about the same raie as in 1972. 


The effects on employment of the latest boom have 
been felt rather late (March 1972) but ever since employ- 
ment in industry started to increase steadily. The late 
effect of increasing demand on industrial employment 
reflected a tendency for capital intensive labour-saving 
investment in 1971-1972.% Employment in industry, 
which increased only by 1.5 per cent in both 1971 and 
1972, may have increased in 1973 by about 3 per cent. 
The growth of production per person employed, which 
had increased by about 10 per cent, fell in 1973 to 6.5 per 
cent. Money wages in industry continued to increase 
rapidly in 1973. Payments per hour worked were, at the 
end of the second quarter of 1973, nearly 20 per cent 
above those for the same period of 1972, and the index 
of industrial salaries in the third quarter was about 15 per 
cent higher than that in the same period of 1972. Unit 
wage costs in industry had increased in 1972 by just over 
4 per cent and in 1973 by 10 per cent.® 


During the last quarter of 1973 the consumer price 
index was 14 per cent above the average of one year 
earlier. Food prices increased particularly rapidly in 
spite of successive measures of direct control in October 
1972 and September 1973, later complemented by those 
of November 1973.% 


While continuing to expand vigorously every major 
sector of demand experienced in 1973 a minor decele- 
ration. Private and public consumption grew in 1973 by 
6.5 per cent and 6.0 per cent respectively,® i.e. half a 
percentage point less than in 1972. The growth of gross 
capital formation has decreased slightly from 17.5 per 
cent in 1972 to 15.7 per cent in 1973. The growth and 
therefore the composition of the different sectors of 
capital formation probably changed substantially in 1973 
since there seems to have been an acceleration of invest- 
ment in construction and a deceleration in other forms of 
capital formation. Stocks probably increased less than 
in 1972 in spite of some speculative stock accumulation. 
About one-half of total real growth in the two years 1972- 


32 See, United Nations, Economic Survey of Europe in 1972, 
New York 1973. 

93 Provisional estimates. Source: Ministerio de Hacienda, Е/ 
presupuesto у la economia езрайо[а en 1974, Madrid 1973. 


31 Tariffs on some products have been reduced to halt the price 
increase. 

95 It seems that real salaries increased in 1973 by less than in 
1972. Money wages in agriculture increased about one percentage 
point less than in industry. 
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1973 took place in gross capital formation. The greater 
intensity of the 1972-1973 boom compared with that of 
1968-1970 has been precisely due to the very strong in- 
vestment growth of the last two years. 


According to provisional estimates, GDP in Turkey 
increased in 1973 by less than 5 per cent. Unlike 1972, in 
which both the agricultural and the service sectors con- 
tributed to the slowing down in the rate of growth, the 
deceleration in 1973 was caused solely by a decline of 


agricultural production. All other output sectors expe-' 


rienced a higher rate of expansion than in 1972. The 
current balance improved and there was a current sur- 
plus of about 0.5 per cent of GNP. The price increases 
accelerated in 1973, largely due to a fall in food supplies 
following the bad harvest. 


Agricultural output declined in 1973 by nearly 9 per 
cent. The decline, caused by bad weather, mainly affected 
crop production, while animal production and fishing 
rose slightly and forestry output increased by 10 per cent. 
All the main cereal crops, except rice, declined substan- 
tially and practically all vegetable crops, except hazel- 
nuts, declined in 1973. 


The output of the industrial sector as a whole (mining, 
manufacturing and public utilities) increased in real 
terms slightly faster than in the previous year. The accel- 
eration only concerns value added in manufacturing, 
since both mining and public utilities expanded less than 
in the previous year. Within manufacturing, the most 
rapidly expanding branches were those producing in- 
vestment goods, followed by those producing consumer 
goods. The output of intermediate products increased 
considerably more slowly and its growth was considerably 
behind the annual programme target. 


Construction expanded more rapidly than in the pre- 
vious year because of greater investments in non- 
residential construction and public works; real investment 
in dwellings does not seem to have increased at all. The 
services sector followed the accelerated pace of growth 
of the industrial sector in 1973. 


The most expansive demand sector in Turkey in 1973 
was the foreign sector followed by gross fixed capital 
formation and consumption. Both public and private 
investment accelerated considerably, particularly indus- 
trial investment in the energy, manufacturing and mining 
sectors. The growth of private consumption slowed down 
but public consumption grew more rapidly than in 1973. 


According to provisional estimates, the implicit price 
deflator of GDP in 1973 accelerated in 1973 by about 
1.5 per cent to nearly 16 per cent. The available cost-of- 
living indices point to a much more marked acceleration 
of price increases. Thus, while in the period December 
1971 to September 1972, the cost-of-living index increased 
in Ankara and Istanbul respectively by 6.9 and 9.1 per 
cent, the price increase from December 1972 to September 
1973 has been respectively of 14 and 13.8 per cent. For 
most towns covered by price statistics, food and clothing 
prices have risen particularly fast and well above the 
average price increase. 


Information on the smaller countries of the area is 
very scanty, but according to recent information, GDP 


in Cyprus increased in current value in 1973 by nearly 
10 per cent above 1972. This should correspond to a 
volume expansion of 1.5 to 2 per cent only, compared 
with 4.5 in 1972 and 12 per cent in 1971. There has been 
for the second consecutive year a decline in agricultural 
output and only a very moderate increase in industrial 
output. 


The service sectors have been in general the most ex- 
pansive. The rate of growth of both consumption and 
investment was below that for 1972. Both exports and 
imports of goods and services increased rapidly with a 
consequent widening of the trade and current balance 
deficits. Consumer prices in November 1973 were 11.6 
per cent higher than in November 1972. 


(iii) Trade and payments 


South European economies participated in the consid- 
erable increase in world trade in 1973. 


According to data based on foreign exchange payments 
in Greece, the current value of imports (c.i.f.) increased 
by 67 per cent in 1973 compared with 25 per cent in 1972. 
The unit value of imports rose by 18 per cent in the first 
eleven months of 1973 compared with 8 per cent in 1972. 
All major groups shared in the acceleration of imports, 
by far the highest rate of growth being payments for food, 
particularly cereals and meat. 


The current dollar value of exports from Greece in 
1973 increased (according to data relating to foreign ex- 
change receipts) at a higher rate than in 1972 (47.3 per 
cent compared with 33.7 per cent). The volume of ex- 
ports increased by 19.7 per cent in the first eleven months 
of 1973 compared with 27 per cent in 1972. The de- 
celeration in the rate of growth of the volume of exports 
reflects mainly a decline of exports of tobacco which was 
by far the most important single export item 1811992. 21n 
all other major export groups a deceleration in the growth 
of exports was recorded (according to payments statistics) 
except for food, beverages, raw materials, minerals and 
ores. Exports of petroleum products and textiles contin- 
ued to rise at an exceptionally fast rate, although lower 
than in 1972. 


The trade deficit increased considerably in 1973, from 
$1.6 billion in 1972, to $2.8 billion. Net receipts from 
invisibles amounted to $1.6 billion in 1973 compared 
with $1.2 billion in 1972. This was mainly accounted for 
by a faster increase of receipts from transportation—re- 
flecting both the higher rate of growth of the value of 
world trade and higher freight rates. Although the ar- 
rivals of tourists increased at a lower rate than in 1972, 
the country’s gross receipts from travel increased at a faster 
rate in 1973 than in the previous year. The reduction of 
net emigration was reflected in a slower rate of growth of 
emigrant remittances. The net outcome was a widening 
of the current account deficit from $0.4 billion in 1972 to 
$1.2 billion in 1973. This was largely financed by a net 
inflow of capital, mainly private, and by unrecorded 
short-term credits. 


Monthly trade data for Portugal have to be interpreted 
cautiously, since they are usually adjusted only at the end 
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of the year. Trade has undergone important changes 
during the second half of the year, particularly in the 
case of imports. The growth of exports tended to accel- 
erate throughout the year, the volume index being D's) 
and 36 per cent above those for the year 1972 in the first, 
second and third quarter of 1973 respectively. The equiv- 
alent data for imports show a very sharp upturn in the 
second half of 1973, as declines of 24 and 10 per cent in 
the first and second quarter respectively were followed by 
an increase of 18 per cent in the third. The current value 
of imports declined in the first half of the year by 6.6 per 
cent and increased in the July-November period by 44 
per cent. The trade deficit which was halved during the 
first half of 1973 (declining by some 190 million dollars) 
may, for 1973 as a whole, be greater than that for 1972. 


The most important increases in exports were for tex- 
tiles and clothing, machinery, metals, wood and cork 
products, and food (particularly port wine). Imports of 
food declined (particularly meat imports). The import 
boom of the second half of 1973 was centred on interme- 
diate products for industry (natural textile fibres, metals, 
etc.). 

There have been the two reductions of 20 per cent in 
the common external tariff of EEC imports from Portugal, 
the first on 1 April 1972 and the second on | January 1974. 
The reductions in certain cases imply an increase in the 
“realigned” tariffs of the new members of the Community 
into whose markets Portuguese manufactures previously 
entered duty-free. Portugal obtained certain concessions 
from the EEC for some agricultural products (wine, 
tomato concentrates) but several of its most dynamic ex- 
ports are subject to a “‘sentitive products ceiling list”. 
This list includes cork, textiles, and clothing, which 
covered 23 per cent of the value of Portugal’s exports to 
the enlarged Community in 1972. Under the 1974 list, 
the “‘ceilings” for cork and its manufactures have been 
increased by 3 per cent and the ceiling for textiles by only 
5 per cent. This might cause difficulties for Portugal’s 
textile exports to the enlarged Community. 


A new instrument for export promotion was created in 
January 1973 by the establishment of the so-called “‘con- 
tract for export development” between the Administration 
and exporting firms.** The first of these “‘contracts” 
(which benefited a furniture exporting firm) was signed 
in December 1973. 


Portuguese data on tourism and emigrant remittances, 
as well as increasing foreign currency reserves, indicate 
that Metropolitan Portugal had again in 1973 a current 
balance-of-payments surplus of the order of 450 mil- 
lion US dollars, i.e. approximately 100 million US dollars 
more than in 1972. Tourism seems to have continued 
to expand at about the same rate as 1972 in spite of the 
revaluation of the escudo vis-a-vis the dollar and the 
pound, but the combined share of United States and 
United Kingdom nationals declined from 43 per cent of 
the total in 1972 to 38 per cent during the first eight 
months of 1973. 


96 The main stimuli granted are special long-term credit facilities 
by the General Deposits, Credit and Provident Fund and/or the 
National Development Bank and direct technical assistance by the 
Fund for Export Development. 


According to provisional data for the whole year, 
imports (c.i.f.) into Spain in current value in 1973 reached 
561.5 billion pesetas, i.e. а 28 per cent increase on those 
for 1972 and exports (f.0.b.) 302.7 billion pesetas or 2 
per cent more than in 1972.” These figures imply a’ 
c.if-f.o.b. trade deficit of 4.4 billion dollars and an in- 
crease of nearly 1.5 billion dollars in the (c.i.f.-f.0.b.) 
trade deficit. According to an official estimate in De- 
cember 1973, the f.o.b.-f.0.b. trade deficit for the whole 
year could increase by one billion dollars, but this in- 
crease should be offset by greater invisible earnings so 
that the current balance could close with a surplus of 
500 million dollars, compared to a surplus of 660 million 
dollars in 1972. More recent data suggest that this offi- 
cial estimate might somewhat over-estimate the 1973 
current surplus which, on a transactions basis, might be 
nearer to 450 million dollars. The net long-term capital 
inflow seems to have declined slightly in 1973 particular- 
ly on account of foreign direct investment in Spain.%* 


Particularly large increases in imports took place in 
processed food, wood and wood products, and machinery . 
and transport aquipment. Exports of agricultural prod- 
ucts and processed food, chemicals, iron and steel and 
road transport equipment increased very rapidly. Two 
important items which had expanded rapidly in recent 
years have however declined, namely footwear and ships. 


The greatest relative increases in imports into Spain 
from traditionally important trading partners were those 
from the large industrial EEC countries, particularly 
France, the Federal Republic of Germany and the 
Netherlands. Imports from the United States also in- 
creased more than average while imports from the United 
Kingdom increased considerably below. The largest 
relative increases in Spanish exports were to the Nether- 
lands, Italy and France. 


According to recent estimates the current dollar value 
of imports into Turkey increased by nearly 38 per cent in 
1973 and that of exports by 41 per cent. If these estimates 
prove correct, then there would have been a deterioration 
of the trade deficit of more than 200 million dollars. 
Trade data for nine months show that the current dollar 
value of imports increased by about 40 per cent and that 
of exports by nearly 54 per cent over the same period of 
1972. 


The greatest increase in imports by commodity group 
was in investment goods and by origin from the original 
six members of the EEC. Exports to the original six EEC 
countries also expanded considerably more than the 
average. Among export items having an important weight 
in the total, sizeable (current value) increases occurred 
in fruit and vegetables (21 per cent), industrial crops 
32 per cent), processed food products (130 per cent), 
textile manufactures (82 per cent), hide and leather prod- 
ucts (86 per cent), petrol products (98 per cent), and un- 


°7 In current dollars the increases are 44 per cent for imports 
and 39 per cent for exports. 
_ °° The decline was prior to the less liberal rules for foreign 
investment introduced in October 1973 and which abrogate the 
extremely permissive law of April 1963. 


wrought: metal goods. The deterioration of the trade 
balance in 1973 was more than offset by a large increase 
in net invisible receipts of over 300 million dollars. 
Workers’ remittances are estimated to increase by nearly 
45 per cent to a total of 1,070 million dollars and—al- 
though still limited—net receipts from tourism increased 
by 59 per cent in 1973. The current balance is estimated 
to have moved into a surplus of some 70 million dollars 
as compared to a virtual equilibrium position in 1972. 
The net capital inflow increased in 1973 by 170 million 


dollars reflecting mostly an increase in official borrowing 
for development. 


(iv) Policies and prospects 


In Greece a series of important policy measures were 
taken in October. These included: 


(a) The revaluation of the drachma in terms of the 
United States dollar by 11.1 per cent. This led to a change 
of the parity from 30 to 27 drachmas per United States 
dollar. It was the first change in the parity of the drachma 
in terms of the United States dollar since 1953. 


(6) Selective restrictive measures giving priority to 
productive activities. It is expected that the rise of in- 
terest rates in the course of the year (May and July) 
would bring about a shift from money in circulation, 
which increased at a fast rate in the course of 1973, to 
time and saving deposits, which decelerated. 


(c) The regulations relating to the control of prices 
were abolished. In principle, prices are now allowed to 
be determined by market forces. This, however, is sub- 
ject to some exceptions concerning minimum prices for 
certain agricultural products. For instance the minimum 
price per kilo guaranteed for wheat was raised from 3.10 
to 4.30 drachmas. 


The budget for 1974 allows for significant changes in 
the pattern of Government expenditure. Total expendi- 
ture is expected to decline according to both the original 
1973 forecast and the revised lower estimate for that year. 
This reflects an expected decline of Government invest- 
ment expenditure by 26-34 per cent over 1973 estimates. 
(Actual data for 1973 are not yet available.) The forecast 
budget deficit for 1974 is slightly above one-fourth of 
that forecast in the 1973 budget. 


Although the measures listed above will bring about 
a deceleration of domestic demand, there is no reason at 
present to assume that it will cause a considerable reduc- 
tion in the rate of output growth. It is conceivable that 
there may be a reduction in the growth of industrial pro- 
duction from its exceptionally high level of 1973; but this 
may easily be at least partly offset by some increase in 
agricultural production. A rate of growth of the Gross 
National Product, in volume, of 7 per cent could be 
achieved in 1974. 


Despite the significant widening of the current account 
deficit in 1973—and the additional burden of higher prices 


"Taw 918/1971 on “price regulations” was abrogated. 
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for crude petroleum the balance of payments does not 
appear to be a short-term constraint to a fast rate of 
growth in Greece. The country’s deficit on current ac- 
count is considerable as a percentage of the country’s 
GNP by international standards, but well within the 
external financing capacity of the country. It was financed 
by a net inflow of capital, and official monetary reserves 
at the end of September 1973 were more than double the 
level at the end of 1971. 


As in previous years, the main problem of economic 
policy in Portugal in 1973 was to reconcile a high level 
of military expenditure! with the needs of structural 
reforms aimed at an acceleration of the rate of economic 
growth. The aggravation of inflationary pressures and 
the stress laid on the maintenance of an unchanged 
currency parity have put new constraints on the options 
of Portuguese policy makers. 


In the field of structural policies, a number of measures 
were taken in 1973 aimed at a modernization of the in- 
dustrial sector, not only by a streamlining of certain 
Government services (October 1973) but also by the 
creation of new institutions and legal instruments. Among 
the former are the creation (in March 1973) of the Na- 
tional Productivity Centre of the Portuguese Institute of 
Standardization, the Commission for Industrial Technol- 
ogy (October) and above all, the Technical Centres of 
Industrial Co-operation (October) which pool sectoral 
resources in a common effort of research and technologi- 
cal know-how.!" Also important in the field of industrial 
policy is the creation of the Public Enterprise of Indus- 
trial Zones (October 1973) which will plan and carry out 
the necessary infrastructural work. In the legal field the 
most important measure was the law on the grouping of 
enterprises (June 1973) and the restructuring of the fish 
canning and preserving industry. 


The likely economic impact of the 1974 budget for 
Portugal is particularly difficult to evaluate since budget 
results differ considerably from the published forecast 
and the budget results for 1973 are not yet known. 1? 
Comparing the forecasts for 1974 and 1973, both total 
receipts and expenditure increase by nearly 22 per cent.’ 
Ordinary expenditure is put at 17 per cent on the forecast 
for 1973. The main increases concern the higher salaries 
of civil and military services and greater appropriations 
for the Ministry of Education. Extraordinary expenditure 
is 28 per cent above the 1973 forecast. The main increase 
is attributable to an increase in expenditure under the 


100 For 1972, the last year for which final budget results are known, 
military expenditure accounted for one-third of total budget 
expenditure or nearly 7 per cent of GNP (factor cost). 

101 For the moment three of these centres have been created, for 
metals in Lisbon, wood and cork in Porto and ceramics in Coimbra. 
11,600 enterprises will benefit from these common services. 

102 For 1972, final expenditure (revised) was 19.7 per cent above 
the forecast mainly due to an increase in extraordinary expenditure. 
Total receipts were 14 per cent above the budget forecast, of which 
ordinary receipts were 26 per cent above and extraordinary receipts 
28 per cent below forecast. 

103 Taking into account the rising level of inflation, this increase, 
in real terms, might not exceed that for 1973, i.e. 18 per cent. 
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Fourth Development Plan (1974-1979)'* which increases 
by 48 per cent above that foreseen for 1973 (the last year 
programme of the Third Development Plan). Extraordi- 
nary military expenditure is estimated at 8.2 billion 
escudos, which is only 6.7 per cent above the forecast of 
1973. Total extraordinary expenditure is expected to be 
financed 39 per cent by the surplus of ordinary receipts 
and by as much as 44 per cent by public debt issues. 


Prospects for 1974 appear to be more strongly influ- 
enced in the short run by the consequences of the oil 
crisis than in other south European countries. In No- 
vember 1973 Portugal introduced fuel rationing for a 
number of manufacturing branches to a quota of 10 per 
cent below consumption in 1972. This measure caused a 
slow-down of industrial activity which was already notice- 
able in some branches (textiles, for example) at the turn 
of 1973. Even if the supply situation improves rapidly 
and a greater use is made of Angolan oil 1° it seems inev- 
itable that certain shortages will persist at the beginning 
of 1974. 


The main aim of economic policy in Spain in 1973 has 
been to correct growing internal disequilibrium while 
maintaining growth near to the long-term potential of 
the economy. There was thus hardening of fiscal monetary 
and credit policies. The budget deficit reached a maximum 
towards the end of 1971 and later declined steadily to 
turn into a small surplus in 1973. The main target in the 
field of monetary policy—stated in July 1973—was to 
reduce the creation of Паи Ну! to an increase of 18 per 
cent over 1972 from a rate of expansion of more than 
30 per cent during the first half of 1973. The first active 
step in this moderately restrictive monetary policy was 
an increase in interest rates in July. The gradual exhaus- 
tion of the liquidity margins of the banking system led, 
during the second half of the year, to a gradual but notice- 
able slow-down in the growth of total credit. 


At the end of November the Government decided to 
introduce a set of measures covering prices, incomes and 
fiscal policies. These were aimed at reducing total demand 
pressure without causing a decline in investment. 


(a) In the field of incomes policy, distributed dividends 
should not exceed in 1974 the average of 1972-1973 or 
5 per cent of capital if there had been no distribution of 
dividends in the previous two years. The total salary 


ae The projects of the Fourth Development Plan were approved 
with only minor changes in December 1973. The target for GDP 
growth of 7.5 per cent does not differ from that (revised) of the 
Third Plan. Sectoral growth targets are 2 per cent for agriculture, 
5 per cent for mining, 9.2 per cent for manufacturing, 10.8 per cent 
for public utilities, 8.5 per cent for construction and 6.8 per cent 
for services as a whole. Average emigration is put at 60,000 against 
100,000 in the period 1960-1970. The participation of the private 
sector in projected investment reaches nearly 94 per cent. The main 
novelties of the Fourth Plan are the introduction of physical planning 
and the proposed creation of (mixed) Regional Development 
Enterprises. 

19° Portugal was only the fifth largest purchaser of Angolan crude 
oil during the first half of 1973. Portugal imported, in 1972, 5.7 mil- 
lion tons of mineral fuels; Angola produced, in the first half of 
1973, 3.4 million tons. 
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Money and quasi-money, including savings and time deposits. 


increase in collective contracts renewable in 1974 should, 
in principle (unless absorbed by productivity increments), 
not exceed the increase in the cost of living from the data 
of the previous collective contract and no increase should 
be granted having an incidence of more than 5 per cent 
on producer рисез.1°7 These limits affecting salaries refer 
to the salary bill and therefore allow a certain adjustment 
in wage differentials. 


(b) The price policy has been considerably streamlined 
from a sixfold legal breakdown to a mere two kinds of 
goods subject to price control. 


(c) The Government has undertaken to hold public 
consumption expenditure during the first half of 1974 
at the level foreseen in the 1974 budget. 


(d) The policy of stimulating investment includes a 
reintroduction of depreciation allowances on investments 
in certain branches 18 until mid-1974 (following the 
same rules as in December 1971), fiscal stimuli to en- 
courage enterprise concentration, and asset revaluations 
and a waiver of capital gains tax if stock exchange profits 
are reinvested. 


(е) The decree also introduces a number of measures 
aimed at a more equitable distribution of the tax burden 
by introducing a capital gains’ tax, reducing the income-tax 
of lower incomes and temporarily abolishing social 
security quotas paid by workers in the lowest income 
brackets. 


The 1974 budget is somewhat less expansionary *” 
than that for 1973. Total expenditure is to increase by 
16 per cent above the initial 1973 forecast; current saving 
is to increase considerably and will amount to 29 per cent 
of current income. The budget’s main novelty is the 
creation of a “cyclical action fund” of 10 billion pesetas 
(about one-quarter of one per cent of forecast GNP in 
1974) "° which will be used to increase investment 
expenditure if total demand should fall more than 
expected. 


The main objectives of economic policy in Spain in 
1974 are the maintenance of a rate of growth of output 
of 6.5 per cent— 1 and a deceleration of price increases 
to about 11 рег cent. Given the still strong momentum 
of expansion and the determination of policy-makers 
to keep total demand expanding,’ the first target seems 
attainable while the target for prices might be more 


107 This restriction seems particularly severe for sectors such as 
mining in which wage costs represent roughly two-thirds of the 
gross value of production. If strictly applied it could entail a decline 
of real wages. 

108 The policy is this time more “‘selective’’. : 

109 According to the Hansen-Snyder measure the total expansive 
effect is 1.2 per cent of GNP in 1973. According to the German 
‘“‘neutral budget’? measurement, the effect is of 1.04 per cent of 
potential GNP in 1974. 

110 Even assuming that there would follow important multiplier 
effects, this item seems presently rather modest; if utilized, investment 
expenditure would increase by 20 per cent on the present estimate. 

111 The target seems to be maintained, in spite of the oil crisis. 

‘1 The decision to allow the peseta to float at the end of January 
1974 was obviously prompted by the desire to stimulate manu- 
factured exports. 


difficult to achieve. In spite of the fall in order-books 
in November and December 1973, the stock of orders 
1$ still well above “normal” levels, and entrepreneurial 
expectations for investment in the first quarter of 1974 
have only suffered a minor decline on the previous 
quarter, a fact which probably reflects a favourable 
response to the stimulating measures taken in November 
1973. The present high price of crude oil should imply 
a current account deficit widening to perhaps as muchas 1 
рег cent of GNP,"* but the present high level of external 
reserves allows a great elasticity in policies even if a more 
reflationary policy would prove necessary in the second 
half of the year in order to meet the 1974 growth target. 


According to the 1974 annual programme of develop- 
ment for Turkey (released at the end of January 1974), 
GNP in 1974 should increase in volume terms by 7.6 per 
cent over 1973. Total domestic expenditure is expected 
to increase by 8.5 per cent as the current balance would 
deteriorate by roughly 0.75 per cent of GNP. 


According to the programme, the most expansive 
sector of demand should be the public sector with public 
gross capital formation increasing by over 37 per cent 
and public consumption by nearly 18 per cent. Private 
consumption is allotted a rather modest growth of 3.4 per 
cent. The strong expansion of the public sector is reflected 
in its consolidated account. Current receipts (in current 
value) should increase by 21 per cent and current expen- 
diture by 18 per cent. The resulting current saving would 
thus increase by 25 per cent. This increase would not 
be sufficient to cover the programmed increase of 52 per 
cent in the current value of capital formation, so that a 
total public sector deficit would emerge equivalent (once 
net capital transfers are added) to roughly 2 per cent of 
forecast GNP in contrast to a minor surplus in 1973. 
The largest increases in the investment programme are 
those for manufacturing (32 per cent) transport (17 per 
cent) and housing (14 per cent). The foreign sector would 
be only moderately expansive as the current dollar 
value of exports is expected to increase by 12 per cent 
and the current invisible surplus by 8 per cent. Emigrants’ 
remittances, which are the most important item in 
invisibles, are expected to increase by 7.5 per cent which, 
in view of recent restrictions introduced in the Federal 
Republic of Germany, might prove to be optimistic. 
However, the current level of reserves is such that even 
a much larger current deficit "* than expected could be 
easily sustained in 1974. 


(у) Yugoslavia 


In 1973 output grew as in 1972 and remained below 
the long-run trend (table 4.2). This was due mainly to 
industry and construction while outputs of agriculture, 
transport and tourism grew at faster rates. The volume 


~ 113 Assuming a f.o.b. price of $9 per barrel for 1974 crude oil, the 
Spanish import bill for 1974 would increase (assuming imporis ol 
42 million tons in 1974) by about 2.4 billion dollars. Present 
reserves are, however, almost three times as large. 

114 Assuming an increase of the price of ой for 1974 to about 
$9 per barrel, the import bill would be some 550 million dollars 
ereater. This increase does not seem to be accounted for in the 
balance-of-payments forecast included in the 1974 programme. 
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growth of domestic demand also slackened but inflation 
continued unabated. A rapid increase in exports of 
services ensured a rising surplus on the current account, 
which, together with a considerable inflow of foreign 
capital, almost doubled foreign currency reserves. The 
growth of output is expected to speed up in 1974. The 
objectives of current policies are to achieve a better 
balance in domestic demand, to ensure a slight increase 
in currency reserves and to reduce inflationary pressure. 


THE GROWTH OF OUTPUT 


The growth of industrial output was affected in recent 
years by a lower rate of growth of capacity and an 
insufficient rate of capacity utilization. Gross investment 
remained close to 30 per cent of GMP but was increasingly 
allocated to non-productive sectors (mainly for housing) 
and to capital intensive branches such as transport and 
metal-making. The rate of capacity utilization was 
affected by structural factors as well as the level of current 
demand. A persistent price differential has discouraged 
over a number of years investments in the sectors pro- 
ducing inputs and encouraged those producing finished 
manufactures. As a result, either imports of inputs were 
insufficient (in real terms they fell in 1972 by 3.3 per 
cent but rose by 16 per cent in 1973) or exports of 
manufactured products grew inadequately. Furthermore, 
the growth of domestic demand slackened in both 1972 
and 1973. Credits needed to support sales of capital 
goods at home and abroad also remained inadequate. 
Finally, import liberalization was raised from 29 per cent 
of total imports in 1972 to some 52 per cent in 1973. 
The growth of the formerly dynamic sectors (see text- 
table below) was especially affected. 


Ratio of branch growth rates to growth of total industrial output 


Annual average 


Sector 1963-1970 1971 1972 1973 
Energy i Ae oe 1.05 SO Oto 1:00 
Ferrous metallurgy . 1.09 ПО ИДО 158 
Non-ferrous metallurgy 0.69 O22 0 IRS Saal 
Non-metallic minerals . 1.28 120 013 10:83 
Electro-engineering . 1.41 140) 1.13100 
Shipbuilding 1.40 0.10 3.13 0.00 
Other metal using 1.02 0.80 0.38 1.50 
Chemicals Bets Pere ee 2:32 70 1.630150 
Rubber es eee 1.24 101.38 S38 
Construction materials ... . 0.98 HI) al Ab giny/ 
Footwear and leather 0.56 1007 1-38) 0.50 
Textiles 0.62 0701.25. 100 
Paper . = 23 (090 :25 1.17 
Food processiig) о. 0.86 1.20 0.88 1.00 
Sources: national statistics. 


Agricultural output, which continues to fluctuate from 
year to year, recovered in 1973, especially for crops. 
This was due not only to weather conditions but also 
to instability in prices and market deficiencies. Construc- 
tion continued to stagnate partly because of restrictive 
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TABLE 4.2 


Yugoslavia: selected indicators 


a a ne a ай 


Absolute ee Annual percentage change 
increase 
107 i" 1960-1 970 1970 1971 1972 1973 


RRA Sit aii tet Die emp! cet Se Mes И eee 


Output, volume (billion dinars) 


GMPAVoluMe ее в ее в mens an a 204.5 
industrial productionwnm о ообобо ос Wes 
of which: Consumer goods ..... - 
Gapitalecoods со сообоооос 
Intermediate 2009$. 4... 
Industrial output рег могКег ...... Aus 
Сопина ne sme ee 18.3 
ИЕ О о 2 5 6 3 co 6 0 o ¢ 40.1 
Foreign trade, value ($ million) 
LEMOS TOWN и Go co oe Oem ооо 1 814 
про (ULE me ohn. cite. to “duce ect cules ou 3253 
Gold and foreign exchange reserve ... . 378 
Expenditure, volume (billion dinars) 
Grossiixedsinvestment о. en ee 64.6 
Personaliconsumptione a nie roe 110.5 
Collective'consumption = 292: =. . - 17.5 
Fimnalidomestic demand: es. 402 4 5 - 192.6 
Stockbuilding and foreign balance 
Employment (thousands) 
Non-agriculturalemployment ...... 3 792 
Registered unemployed® ........ 160 
а fo ae Boe ary oie 
Wages (dinars — current) 
Realvearmings per Веда в a 
Nominal monthly income (billion ава 138.4 
Personal disposable income (billion dinars) . 127.6 
Household savings (billion dinars) 21.2 


Prices 
Ве pricesa aera mr meee ene ir, eee ee 
Producers’ prices of industrial products 
Producers’ prices of agricultural products 


6.6 6.0 9.0 cf 5.0-5.5 
8.4 9.0 10.0 8.0 6.5 
9.1 10.0 11.0 10.0 6.0 
7.6 8.0 10.0 7.0 6.0 
8.2 9.0 10.0 7.0 7.0 
5.3 5.0 5.0 3.0 3.0 
4.1 9.0 4.0 0.0 0.0 
2.64 —4.0 7.0 =20 5.0 
11.6 13.9 8.1 23.0 28.0 
13.2 34.7 13.2 —1.0 39.0 
296 378 1 090 1 810 
6.6 17.5 6.5 6.0 4.9 
6.6 8.5 9.0 5.5 4.2 
5.3 5.5 8.5 5.0 3.2 
6.3 11.0 8.0 5.5 4.2 
—4.0 1.5 0.5 
3.0 4.3 5.1 4.0 3.0 
1415 1445 1545 1576 
256 27% 295 535 
6.6 6.0 5.0 3.0 —3.0 
25.1 30.6 26.0 29.0 
25.0 29.0 24.0 28.0* 
30.2 26.2 18 22.0 
10.5 10.0 15.0 16.0 19.0 
5.0 9.0 15.0 11.0 13.0 
13.1 15.0 26.0 24.0 25.0 


Sources: national statistics. 
а Based on average for 1969-1961 and 1970-1971. 


policies and partly because a rising proportion of pro- 
ductive investment was spent on machinery. However, 
the activity of Yugoslav construction abroad, which is 
not counted as domestic output, increased rapidly. 
The growth of output of services speeded up in 1973, 
especially of catering and, more particularly, of tourism 
(nights spent by foreign tourists remained unchanged in 
1972 but rose by 24 per cent in 1973). 


Supplies of labour continued to be ample but since 
demand slackened, employment outside agriculture grew 
less fast in 1973 than in 1972. However, unemployment 
remained virtually unchanged because 60,000 persons 
emigrated abroad. Because of structural imbalances in 
the labour market the number of vacancies continued to 
increase. The decline in capacity utilization affected 
the growth of labour productivity. 


b End of year total (in thousands). 


Recent policies to accelerate the growth of output 
have included an upward adjustment of prices of energy 
materials, some metals and agricultural products (see 
text-table below) and the expansion of credit for sales 
of capital goods. Price adjustments have raised the 
capacity of these sectors to self-finance their investments 
and to attract capital from the banks. These measures 
had some effect in some sectors in 1973 but more is 
expected to come. There is also a plan for the develop- 
ment of agriculture which combines minimum guaranteed 
prices with investments on favourable terms, short-term 
credits, subsidies of inputs, guarantees of average profit 
rates, support for exports and some tax concessions. 
Agriculture should grow by 2.8 per cent per year (roughly 
2.3 per cent in the last decade) in order to ensure supplies 


in the domestic market and to respond to export pos- 
sibilities. 


Developments in southern Europe 


Changes _in the producer prices of individual branches relative 
to the change in prices of industry as a whole 


Sector 


1970 1971 1972 1973 
ао ео eS о 0.67 KS OD hs) 
@oal Reem Meee. oe ten |. 1.36 Pesky По ЦО 
ЛР о ие 0.00 О И ПЫЮ 
Ferrous metallurgy ...... 1.05 2.26 1.09 1.40 
Non-ferrous metallurgy 1.67 0.70 0.68 1.20 
Non-metallic minerals... . . 0.83 0.72 1.09 0.90 
ее: Sealer nt Sk Se, 2.09 0.57 0.09 0.70 
РОО oe een ee 7.25 1.64 2.40 2.20 


Е а Changes in agricultural producer prices relative to changes in the prices of 
inputs bought by agriculture; agricultural terms of trade grew less fast than the 
above because some subsidies were removed at the same time. 


DEMAND PRESSURE 


Table 4.2 indicates that the rate of growth of real 
demand continued to slacken in 1973. However, despite 
broader price control, the GMP price deflator rose by 
15.2 per cent compared with 14.3 per cent in 1973. 


All costs continued to increase. The prices of imported 
industrial materials increased by 14 per cent (2 per cent 
in 1972). Prices of industrial materials domestically 
produced, most of them subject to control, were raised. 
These were passed on since the prices of most final 
products are not controlled. Wage costs in all non- 
agricultural sectors combined increased by 14 per cent 
(15 per cent in 1972). Income policies were applied on 
a limited scale; they restricted wage increases in the first 
half of 1973 but permitted a fast increase in the second 
half. 


Private consumption grew in value terms by some 
25 per cent and in volume terms by roughly 4.2 per cent 
(5.5 per cent in 1972). There was an increase in population 
income of 29 per cent (26 per cent in 1972) and of 6 per 
cent in output of consumer goods (but supplies rose 
faster than this because the export surplus declined). 
The value of retail sales rose 23 per cent in value and 
4 per cent in volume (7 per cent in 1972). Government 
budgets registered a surplus which was used for the 
repayment of foreign debts. However, this surplus was 
much more than offset by deficits in various funds used 
for short-term financing. The volume of investment rose 
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by 4.9 per cent (in 1972 by 6 per cent) and its value by 
some 18 per cent (in 1972 by some 13 per cent). There 
was an increase in domestic output of capital goods of 
6 per cent and the import surplus of these products rose 
by some 30 per cent. Investment in construction declined 
by some 7 per cent, but rose considerably in machinery. 


In the course of the year restrictions reduced the 
internal demand and raised exports and stocks. Domestic 
demand (other than stocks) absorbed during January-May 
56 per cent and during June-August 37 per cent of the 
increment in industrial output. The comparable pro- 
portions for exports were 42.5 and 48 per cent, and for the 
change in stocks 1.5 and 15 per cent respectively. Changes 
during the rest of the year were minor. With a faster 
increase of imports than exports (the reverse of 1972) 
the foreign sector, on the one hand, reduced the demand 
multiplier but, on the other hand, stimulated demand 
through the monetary effects of a rising balance-of- 
payments surplus. The money supply increased in 1973 
(10 months) by some 30 per cent (43 per cent in 1972 
as a whole), although an expansion of 14 per cent was 
planned at the beginning of the year. The addition to 
the money supply as a result of a rising surplus in the 
balance of payments rose rapidly (see text-table below); 
additions on account of National Bank credits (less 
increases in blocked accounts) were similar to those of 
1972. Thus, credit policy was not compensatory to the 
extent envisaged in the plan, which required bank credits 
to be limited to some 24 billion dinars. 


Under existing circumstances, however, credit policy 
needs to be expansionary in order to replenish the 
liquidity of enterprises, to meet rising needs for selective 
credit and to finance rising deficits in various development 
funds. Illiquidity of enterprises arises very often. It is 
caused, primarily, by excessive payments to wages and 
then by payments to the budgets which are fed among 
other things on wage taxes. The cash flow to enterprises 
is both hampered by extensive price freezes and ineffi- 
ciencies in the banking and budgeting systems. Illiquidity 
and related informal credit giving among enterprises 
assumed large proportions in 1972 and threatens a 
general dampening of activity in 1973. The need for 
short-term selective credit has recently increased with 
the inauguration of policies to encourage agriculture, 
exports and tourism. Deficit financing (mostly taking 
the form of subsidies to agriculture, tourism, and invest- 


Monetary expansion 


(Billion dinars ) 


ии 


Outstanding Changes January-October 
31.12.1972 1970 1971 1972 1972 1973 
Bank credits to clients . 25 || 10.3 dl 36.4 25.9 a 
Blocked accounts ..... 188.4 | Ру. —25.9 —18.6 —27. 
Foreign exchange transactions 
with non-residents —2.4 . —4.1 —5.2 7.6 5.9 10.6 
Total supply .... 60.5 6.2 5.5 18.1 ley? 17.8 


LS. ee 
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ment in transport) is largely operated by borrowing from 
the National Bank (this immobilizes fiscal policies for 
stabilization purposes). Monetary policies are rendered 
ineffective also by the fact that the money market and 
the capital market are not strictly separated and that the 
real rate of interest is negative. This makes borrowing 
cheap and permits the use of short-term funds for the 
acquisition of fixed assets. 


THE BALANCE OF PAYMENTS 


The value of exports and imports (at unchanged 
exchange rates) grew in 1973 by 28 and 39 per cent 
respectively and their volume by 14 and 21 per cent 
respectively. In 1972 exports grew in value by 23 per cent 
and in volume by 17 per cent, while imports declined 
by 1 per cent in value and 6 per cent in volume. Exports 
to and imports from countries with convertible currencies 
rose by 38 and 43 per cent respectively (31 and 1 per cent 
respectively in 1972). Exports and imports of inter- 
mediate products rose by 33 and 36 per cent respectively 
(25 and 0 per cent in 1972) and those of capital goods by 
23 and 50 per cent respectively (18 and 0 per cent in 
1972). These changes were affected, as noted above, by 
maladjustments of domestic supplies, lack of credit 
to support sales of capital goods, import liberalization, 
and relative changes in foreign and domestic demand. 
Moreover, import surcharges were reduced (from 6 per 
cent in 1972 to 2.3 per cent in 1973), as were the highest 
tariffs (the average rate fell from 13.9 per cent in 1972 to 
12.6 per cent in 1973), and the domestic currency appre- 
ciated by roughly 6 per cent. 


The merchandise trade deficit rose considerably in 
1973 (in 1972 it fell on account of devaluations in the 
preceding year, the release of stocks and certain import 
surcharges). In contrast, the export surplus of services 
more than offset the trade deficit, thus increasing the 
surplus on current account. This, together with capital 


Balance of payments and currency reserves 
(In million dollars) 


1970 1971 1972 1973 
IEXPOntSie ore eee es 1 680 1 814 2237 2853 
поро b 6 o Ho bo ¢ 2 874 37253 3 233 4 511 
О О оо оо а 1194 —1439 —996 —1658 
Net income from services, 

invisibles and workers’ 

Temudtances) |. fee 854 as 1 369 1 985 
Deficit (—) or surplus in the 

current balance of pay- 

MICH (Ses eee tee re — 340 —324 373 327 
Net capital transactions . . 201 406 339 393 
Reserve movements —139 82 | 712 720 
Total reserves ...... 296 378 1090 1810 


inflow, made nearly double currency reserves, which 
reached the equivalent of 5 months’ imports. Competitive 
prices in tourism, attractive interest rates for remittances 
and short-term capital, as well as the favourable effects 
of expanding industrial co-operation and joint ventures 
on the inflow of long-term capital, all contributed to 
mounting this balance. 


PROSPECTS 


The expectations for 1974 are indicated in the text-table 
below. The growth of output is planned to speed up in 
all major sectors other than agriculture. Expected 
improvements in the structure of output may lead to a 
better utilization of capacities and improvements in the 
credit system should improve the competitiveness of the 
capital goods sector. Agricultural output increased 
relatively fast in 1973 and more modest rates are now 
expected. Employment and productivity are both 
expected to rise in 1974. 


Expected increase in 1974 


(1973 = 100) 

GMP. on Se, ее 6 
Industialloutpiue a ene 8 
Constrictionas 12s Е. 7 
Non-agricultural employment : 3 
Products in socialist sector. . .. . 4.5 
Ао ое aes er : 2.5-3.0 
Exports of commodities and service 9-10 
Imports of commodities and service . 16 
Personal constmption . ео Ses 
Collective consumption ..... . 5.0 
Investments in fixed assets . . . . . 7.5 
Кез WaveSsaeemsc) о value 4.5 


Investments should increase faster than total income 
in order to speed up the growth of new capacity. Private 
and collective consumption must therefore increase 
less fast than total income, and restrictive fiscal and 
monetary policies and improvement in the structure of 
output should permit a substantial reduction in infla- 
tionary pressure. 


Foreign trade may grow less fast than in 1973 but 
imports, which will be further liberalized, will certainly 
expand faster than exports. The deficit in merchandise 
trade will increase further and on the current account 
there may be a considerable deficit; foreign currency 
reserves may therefore decrease. The increase in imports 
is needed for a better utilization of existing capacities. 
Petrol, the price of which has risen also, will require 
substantial foreign currency resources. Terms of trade 
are expected to deteriorate further. Facilities in terms 
of finance and duties will be given to imports of capital 
goods in order to speed up the modernization of 
industries. 


CHAPTER 2 


—— 


RECENT ECONOMIC DEVELOPMENTS IN EASTERN EUROPE 


AND THE SOVIET UNION 


1. 


(i) Growth of national output 


In eastern Europe and the Soviet Union, accelerated 
economic growth and a further expansion of foreign trade 
were reported as the main features of the economic per- 
formance in 1973. The combined net material product 
(national income produced) of the whole area rose signi- 
ficantly faster than in 1972—7.1 per cent as compared 
with 5 per cent (see table 1.1). After two years of relatively 
slow growth, mainly due to poor agricultural performance, 
Soviet economic growth in 1973 speeded up and exceeded 
the planned growth for that year. The 6.8 per cent rate 
of over-all growth scheduled for the 1971-1975 period 
was attained in the year. In the east European countries, 
the acceleration of growth progressed for the third con- 
secutive year: the expansion was 7.9 per cent. However, 
slower growth was registered in the German Demo- 
cratic Republic and Czechoslovakia. In all countries, 
except in the German Democratic Republic, expansion 
surpassed the planned rate. 

The expansion of foreign trade was faster than in 1972. 
At constant prices, the growth rate was 8.3 per cent for 
exports and 12.7 per cent for imports. (For detailed ana- 
lysis, see section 5 of this chapter.) This development 
increased the area’s trade deficit and its external debt. In 
the Soviet Union the import surplus contributed to the 
elimination of effects of the 1972 decline in agriculture. 
In Poland, the increased foreign trade deficit allowed for 
high expansion rates of consumption and capital forma- 
tion. 

Economic developments in 1973 were broadly in line 
with the policy objectives set down in the annual plans. 
The general impression, judging by the degree of plan 
implementation, is that the policy measures were success- 
ful in carrying out the envisaged tasks. This was, first 
of all, a consequence of changes in the way that policy 
objectives were formulated and policy instruments 
selected. In all countries, emphasis was placed on the 
so-called complex, comprehensive or integrated policy. 
More and more “сотр! ех programmes” have been 
worked out, most of them of a long-term character. 
Moreover, co-operation among countries of the area 
improved particularly in the field of joint investment, 
energy, technical progress, etc. 

The best example of such an orientation is provided 
by the programmes of agricultural developments. In the 
past, agriculture was often the main source of economic 
fluctuations and disturbances, which occasionally required 
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GENERAL DEVELOPMENTS 


longer periods of adjustment. In the mid-1960s, however, 
a new policy approach was adopted; it was further 
elaborated and incorporated in the five-year plans at 
the beginning of the 1970s. By the late 1960s and early 
1970s, most east European countries obtained con- 
siderably larger harvests than in previous years. Varia- 
tions in climatic conditions were largely responsible for 
the uneven performance of Soviet agriculture. However, 
it is worth noting that even in 1972, when weather 
conditions were at their worst, the results obtained in the 
eastern part of the Soviet Union were excellent. 


In 1973, climatic conditions were reported as average 
or below average in all the countries of the area. Never- 
theless, bumper crops were obtained in the Soviet Union 
and, for the third consecutive year, in Czechoslovakia, 
Hungary and Poland. In Romania, Bulgaria and the 
German Democratic Republic, grain output was below 
the all-time 1972 high, but amounted to the second or 
third highest output ever harvested. These developments 
cannot be regarded simply as the result of fortuitous 
factors and short-term policy measures. The measures 
undertaken in the course of 1973 were part of long-term 
policies based on the five-year plans and decisions 
embodied in special programmes, resolutions or decrees 
dealing with agricultural issues. The 1972 setback in 
Soviet agriculture did not have a significant impact on 
the long-term policy orientation. In fact, numerous 
recent decisions taken at the political, governmental 
and managerial levels were generally in line with the 
long-term development strategy in agriculture adopted 
at an earlier stage. The decisions refer to the improvement 
in the organizational set-up, planning and management, 
to supplies of additional material, human and financial 
resources, to land reclamation programmes and to the 
spreading of new methods of intensive soil cultivation, 
to the strengthening of economic criteria in business 
operations, to material incentives to workers and peasants, 
etc. 


Among the issues associated with the development 
strategy, the central place belongs to investment and, in 
particular, to investment efficiency. The difficulties are 
numerous and they were for years repeatedly quoted in 
various official and semi-official discussions. Thus, for 
instance, reference has often been made to the excessive 
dispersion of investment activity and investment resources, 
to the delays in delivery of equipment and material 
inputs, to the inappropriate infrastructure, shortages 
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TABLE 1.1 


Changes in growth of the net material product 


(Annual percentage changes) @ 


pee Se ee ee ee ee 


Gross output 


Net material 


product Agriculture Industry 
Country and period Plan Actual Plan Actual Plan Actual 
Albania 
ТОО 5 o 6 o o 6c ca.8 9,2 ca.6.5 8.3 8.7 12.9 
О Tee eee. cp eam ee : 12 a 25.8 ca.7 75 1155 
Ооо ees ek 13.4 Хх a see 9 9.5 
OFS оо с 115 a i Ip 10.4 9.4 
Пе ties Eee sigan sito 11 Dif 7.6 
ОЗ eres con tart ae 10.3 
jc Ales Care ae с oe о 9.2-9.9 10.0-10.7 
Bulgaria 
1966-1970 en 8.5 8.7 5.4 4.7¢ Hie 10.9 
1971 ре 9 7 7 1.9 10 9 
О ea в oe ee 8 8 6 4.8 Я 8.3 
19573 Benge, ин 8 8.7 7.4 0.7 9.9 10.6 
ee Maia ek Se eee са.10 са.5 11 
ТО о лен 7.4 Des 9.5 
ее cs eas 7.7-8.5 32-30 е 9.2-9.9 
Czechoslovakia © 
1966-19. 4.1-4.4 6.9 2.8 Э.С 6.8 
О А а о Sy Sel 4.1 3572 5.3 6.7 
По роб о nar 5 5.9 4.6 3.9 Ses! 6.8 
LOT ое © ost ae ts Sal 52 4 4.2 5-7 6.8 
О we See oe. abacus Sp 3.8 5.8 
ДО оно во ake 5.4 3.8 6.5 
О @-) es as, Dei Di 6 
German Democratic Republicf 
ПО eee 5.4 Sy? 2.5-2.8 1.9¢ 6.5-7 6.5 
LOT Le eae eee 4.5 4.5 32 0.4 5.6 5.6 
[S72 Мн о. 4.6 550 4.8 10.7 5.5 6.3 
А eee и Seite 555) 4.98 1 6.5 6.8 
Оита 5.4 6.8 8 6.7 
О пы о а све 5.2 3.9 6.2 
ОТО Е ео ны 4.7-5.1 2.4с 6 
Hungary 
966-1970 eee ene ee 3.5-3.9 6.8 2.5-2.8 с 2.8 с 5.7-6.3 6.2 
J OTA А м age 7 6.5 8 9.2 6 й 
ар а ее. 5-6 Sal 2-3 Dail 5-6 5 
ОЗ о 4-5 6.5-7 1-2 5 5.5-6 Wee 
О. aa 5 2-2.5 5.5-6 
ПС 5 5 = ea 0 6 6.1 5.6 6.4 
ИС 6g op oe 5.5-6 2.8-3 с 5.7-6 
Poland 
1966-19709 ee ee ee 6 6 2.4 2.9 с 5:6 8.4 
Е cee Е 5.9 8.1 2.4 3.6 6.8 8.3 
1972 о 6.1 10.1 4.6 8.4 7 10.7 
1973 7.9 са.10 р 7.8 OF], 11.6 
Ч м 9.5 4.3 А 
а обо a ав 9.4 @5 10.2 
О в ооо бь : if 3339 8.5 


Construction 
Plan Actual 
104 
14.5 4 
ie 19 
9 
Ae al 
gd 2.8 
9.34 
7а 
7.9 
8.5 ors 
7.4 9.8 
5 6.7 
75 
8.7 
6.7 
7 8.3 
3.6 5.6 
3.5 2.8 
7.6 6.1 
6.1 - 
4.8 
5 
-5.1 10.7 
8 7 
4 2 
4 3 
4 
4 
8 
8.6 
162 6.2 
ths 16.4 
13.3? 20.8 h 
10.6 


; 


— 
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TABLE 1.1 (continued) 


ee ee eee 


Net material 


Country and period 


Romania 


1966-1970 
БОЕ 


1971-1973 
1971-1975 


И 


1971-1973 
1971-1975 


Soviet Union 


1974 
1971-1973 
1971-1975 
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Ukrainian SSR 


1966-1970 . . 
1971 


1971-1973 
1971-1975 


Soviet Union and 
Eastern Europe ‘ 


1974 
1971-1973 
OTC TY 95 


Plan 


Gross output 


product Agriculture Industry 
Actual Plan Actual Plan Actual 
UT. 4.5-5.7 4.2< 10.6-11.6 11.8 
12.8 19 9 ЕЙ 
10 21 9.2 11 ET: 
10.8 ie 0.2 14.7 14.7 
21.5 16.7 
ieee: 9.4 1257, 
6.3-8.3 с 11-12, 
6.5 7.5 8 
72 6.8 А) 
То 6.7 8.4 
7.9 8.6 9.6 
9.5 
7.6 8.6 
7.7-7.9 
7 са.4.5 3.9 с 8.1-8.5 8.5 
5.6 3.3 1.1 6.9 Hell 
3.9 са.4.5 —4.1 6.9 6.5 
6.81 12.6 14 5.8 7.4 
6.4! 6.8 
587 33 i? 
3.9 с 8 
9.1 Sei 11.1 12.4 
9 MD) 9 11.8 
8 1.6 8.3 9.7 
8 8 7.9 10.2 
8 
8.3 = 39 10.6 
са.8.5 с 9.6 
68 3.2 с 8.1 8.3 
6 7 6.1 5.9 6.9 
55 “ut —3.7 5.6 6.3 
9 (eS 13.2 5.4 US 
3.6 1 i 
6.2 4.5 7 
ес 7.4 
7.4 7.9-8.2 8.4 
6.1 7 be 
5 6.8 7 
7.1 6.6 : 
7.6 
61 7.6 
7.9 


Construction 


Plan Actual 


7.44 


са.7.5 


13.1 


ee ОДО ИС ЧО ТОВОООЯССОООСОСТОСООЧЧССССООС ТО СТСО —E———_—_—_—_—_—— 


Sources; national statistics, plans and plan-fulfilment reports. 
a Changes within five-year periods are yearly averages. 


Ь Related to the 1972 plan target. 


c Annual percentage change of five-year average over the previous five-year 


average. 


d Construction and assembly works. 
e Industry data refer to centrally planned industry. 


Total industry: 6.7 per cent in 1971; 6.8 per cent in 1972 and 6.8 per cent in 1973. 


g Including food-processing industry. 


К Devised figure is 5.1. 


1 Preliminary figure. 


A Construction enterprises in socialist sector. 
i Excluding Albania. 
Jj Domestically distributed net material product. 


findustry data refer to commodity production; yearly averages refer to total 
industry production. 
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TABLE 1.2 
Changes in domestically distributed net material product by major components 


(Annual percentage changes) а | 
Net capital formation 


Net material product Consumption 
eo ee РЕКИ Net fixed 
capital Changes in 
Country and period Produced Distributed Total Personal Social Total formation stoc. 
Bulgaria ® 
Об: - 8.7 8.3 и 6.7 10.6 10.8 13.6 
ОЙ а if 1.6 7.4 6.3 30.2 —11.5 Е 
ПО Ge ae Sic SON on cee 8 9.8 6.4 6 14.3 21 
Е 225 Бо 8 Se ра ED a ie os 
TOPS emia caste Sere as 8.7 A 7 ca.8 ae 3 1327 
Plane O74 tee) 5 са.10 Е Atk ae se x 3.5 
и ОЕ 5 6) cee ea -S.: р те he 
Czechoslovakia 
1966219120 оон ас ; 6.9 6.9 5:5 5.4 5.8 sen 5-7 a2 
BSA. ое о = ‘ Syl 4.4 6.2 5 10 —1.5 73 —18.8 
1 ODN cs А 5.9 5.9 6.1 4.8 9.8 5.3 8.3 —2.3 
Е СЕМ соо бобов с Syl es =f 5.5 5,3 
о sao she ce 52 sna as 5.8 
а ОСЬ ewe a о 5.2. oe № SES) 
Deva WARY 5 58a = Е ae sa Sel 
German Democratic Republic 
об-е Ge 5.2 5.8 4.7 4.4 7.4 9.9 11.8 Ta, 
аа ве oe 4.5 Se 4.9 4.2 10.1 —2 —3.5 6 
Оо а 5 53 6.3 5.9 8.7 2] 2.8 —1.5 
Bian о. ИЯ > He у к о 3 
OPS м Sess 3 es 6.3 6.2 Tal 6.6 9.2 —7.4 
Pian о. 5.4 a bab ae x = a 
Plan 1971-1975 .... 4.7-5.1 Se 3.9-4.2 ae 2 5.1-5.4 
Hungary ® 
1966-19. : 6.8 7.4 6.4 6 8.3 11.6 14.5 2.8 
к Pec 6.5 ite? 6.1 5.6 10.2 27 2 126.2 
UPA о и By! —3.8 Soll 3.5 о —21.7 7 —75.3 
Plann 97S > Бо бр о 4-5 4.5* cass a У ca? rs ae 
1973 Cierra С huge 6.5-7 Sut 4.4 4.6 на —1.7 —2.2 27 
Рае 5 5-6 5.2-5.6 ave Ss 7.8 
Plan 1971-1975 .... 5.5-6 5.5-6 5:05 aie ae 5.65 
Poland 
L966-L970N ee о - : 6 5.8 She) 5 8.5 6.5 9.1 0.0 
ис 8.1 9.9 7 11.6 15.5 10.6 33.1 
ом О 12.7 9. 8.8 10.9 21.3 27.2 “37 
Plangi S78. ое. 7.9 9.7 9.1 9.2 8.5 Le Ei 6 
О И К 
Рам 1974 ее. 9.5 9.3 


ЕО ПОЛЕ По x 7 


lo a) 
n 
oo 
— 
о. 
\O 
ie) 
— 
i) 
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TABLE 1.2 (continued) 


Changes in domestically distributed net material product by major components 
(Annual percentage changes) а 


о en eb ee 


Net material product 


Consumption Net capital formation 


Net fixed 
Country and period Produced Distributed Total Personal Social Total ани и у. 
Soviet Union 4 
1966-197, 0 meme eae Ted 8.5 15} Wee 8.7 10.9 12.9 8.2 
ee En Sioa И 5.6 yl 5.8 5.6 77 3.4 Srl 1 
Sith oie 3.9 3.4 58 4.9 8.3 —1.3 3 = 
Bois SL ae), 6 $ Bs 
ПИ Сеть вы. №. “ 6.8 
Раду eae © 6.5 


Plan 1971-1975 6.8 © 


— 


Sources: national statistics, plans and plan-fulfilment reports. 
@ Changes within five-year periods are yearly averages. 


Ь Data for personal consumption refer to consumption of the population, i.e. 
they include personal consumption of material goods and the consumption of 
material goods by institutions providing cultural services and social welfare services 
to the public. Data for social consumption refer only to the consumption of material 
goods by institutions meeting the collective needs of the community as a whole; such 
as general government, science, financial, insurance and credit institutions, and 


of some materials and labour, etc. The very high invest- 
ment activity in the first year of the new five-year plans 
(1971) in most countries and an increasing share of 
decentralized resources in investment financing (enterprise 
funds and bank credits) added to the difficulties. 
Construction periods were prolonged, the share of 
uncompleted projects increased, and completed capacities 
could not be put into operation or brought to full 
utilization because of non-co-ordinated construction of 
some plants supplying complementary inputs. 


In all countries, investment policies aimed at reducing 
waste and increasing efficiency. Within the general 
economic policy of stabilization and consolidation, 
investment policy was a cornerstone. Restrictive and 
selective investment policies were introduced. Priorities 
were given to the projects which would be finished in the 
shortest period of time and to projects removing 
bottlenecks. 


The shifts in the distribution pattern were mainly due 
to a change in growth strategy.! Changes in the rates of 


1 For detailed figures see table 1.2. Statistical data referring to 
the distribution pattern in 1973 are not available at the moment 
of writing this Survey. The distribution pattern may be illustrated 
by the percentage shares of consumption in national income (national 
income = 100) in 1971 and 1972. 


In percentages 


1971 1972 
Bulgaria . ee IBY? Пели 
Czechoslovakia. ...... - 74.6 74.8 
German Democratic Republic . WH 78.1 
Hungary ae er aa 78.0 а 

70.6 68.3 
See GAG 723 


Soviet Union. 


Source: national statistics, 


а In 1973 the share was 78.3 per cent. 


other institutions of the non-material sphere. See Studies in Methods. Basic 
Principles of the System of Balances of the National Economy, United Nations, 1971, 
Series F, No. 17, p. 55. 


с Annual percentage change within five years over the previous five years. 
Я At current prices, 

е At constant 1965 prices. 

f Revised figure 5.1. 


investment expansion were larger than the changes in 
consumption increases. In all countries, except the 
Soviet Union, investment expansion was stepped up. 
In Czechoslovakia and Poland, and probably in Romania, 
the rise of investment expansion was in line with develop- 
ments in previous years. In Bulgaria, the German 
Democratic Republic and Hungary, the investment 
expansion in 1973 appeared as a new policy orientation 
towards speeding-up over-all growth in the coming 
period. In the Soviet Union, an accelerated expansion 
of investment is also planned for 1974. 


Special attention was given to the reconstruction and 
modernization of obsolete capacities, particularly in 
Czechoslovakia and the German Democratic Republic. 
In Hungary, a special programme for modernizing 
obsolete equipment and technology in some large-scale 
enterprises, primarily in engineering, was undertaken, for 
which additional budgetary resources were provided. 
In the Soviet Union, special investment programmes 
were initiated (for instance, in coal and light industries).? 
In Czechoslovakia, in addition to short-term policy 
measures, a decision was taken +0 start the re-examination 
of the efficiency of the whole investment complex and of 
its component parts. In Bulgaria, the BCP Central 
Committee secretariat and the Council of Ministers 
discussed a report on the establishment of a national 
construction complex, February 1974.5 


2 The policy of concentrating capital investment in the Ukrainian 
SSR, for instance, increased in the past year the financial resources 
allocated on the average per construction project by more than 
26 per cent in relation to the 1971 figure. 


3 The national construction complex is to be a system of scientific, 
socio-economic and other organizations implementing the uniform 
State policy in the field of urbanization, sectoral and regional 
planning and construction. Its concern is also “the state and 
development of technical progress, complex automation and 
mechanization, technical standards and quality of construction...”. 
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No major difficulties in the field of energy were reported 
in the area. The available resources seem large enough 
to meet the present energy needs in all countries and 
probably the needs in the foreseeable future. Geo- 
graphically, the resources are unevenly distributed, being 
particularly concentrated in the Soviet Union (all types 
of resources) and in Poland (coal), where they exceed 
domestic needs. During the past year the bulk of east 
European countries’ imports of oil and natural gas came 
from the Soviet Union, whereas imports of coal were 
distributed roughly equally between supplies from the 
Soviet Union and from Poland. The remaining oil 
imports came from the Arab countries and Iran. The 
biggest importer from the rest of the world was the Soviet 
Union (almost half of the area’s imported oil and total 
imports of gas—see table 5.4). However, an austerity 
policy in fuel and power consumption was proclaimed 
in most countries. The fuel restrictions were not drastic 
and aimed primarily at reducing waste. Difficulties were 
more pronounced in the supply of electric energy than of 
oil. It was reported that electric power shortages occurred 
in Czechoslovakia, the German Democratic Republic, 
Hungary and Bulgaria, but that they were alleviated by 
imported power largely from other countries of the area. 


Co-operation in the field of energy among all the 
countries of the area has been a constant concern of a 
permanent CMEA commission. The region is inter- 
connected by a highly developed infrastructure for energy 
transmission—joint electric grid, oil and gas pipelines. 
Apart from the co-ordination of national balances for 
traditional energy resources, the joint investment pro- 
gramme for construction of atomic power plants was 
worked out during the last year and a specialized CMEA 
economic association was established in order to promote 
and co-ordinate implementation of the joint programme. 


(ii) Changes in employment and labour productivity 


Increased emphasis on intensive growth brought the 
employment and labour productivity problems to the 
forefront of economic planning and management. In 
all countries of the area, labour is tending to become 
more and more scarce in relation to growth requirements. 
In some countries, labour shortages have already become 
acute, in others the supply of labour is tending to decline 
at an accelerated pace. The available forecasts of 
additional supply of the population of working age show 
that after 1980 no country in the area can count on an 
annual rate of over 0.7 per cent.‘ 


On the other hand, in all countries, the relative 
importance of labour productivity as a growth factor 
already exceeds that of additional labour. In a number 
of countries, labour productivity contributed more than 


“The urgent character of developments in the field of labour 
has led to co-ordinated action in the CMEA. The Symposium 
held in November 1972 in Moscow dealt with Jabour issues in the 
member countries. See Voprosy Ekonomiki, 1973, No. 2. In the 
papers submitted by L. Degtyar’ (Voprosy Ekonomiki, 1974, No. 1) 
the following forecast was set out: 


80 per cent to over-all growth. Due to stagnant or 
declining employment in some industrial branches and 
in agriculture, the contribution of this factor has reached 
or exceeded 100 per cent. In Hungary, Romania, 
Bulgaria and Poland, special attention was paid to 
demographic policies. Even in Poland, the Prime Minister 
stated: “А period of demographic depression is approach- 
ing, in which the increase in the inflow of workers will 
be much lower than hitherto.”* In Bulgaria and Hun- 
gary, increasing financial resources were allocated as 
allowances to families with children. Employment policies 
were concentrated largely on the latent labour reserves 
among the female population and even among pensioners; 
the latter being the case even in countries where labour 
shortages are not yet particularly acute and occur only 
in some sectors or regions (Poland and the Soviet Union). 


In countries with a low rate of demographic increase 
and with a relatively small agricultural labour force, 
the small increase of industrial employment and employ- 
ment in general have become a factor limiting growth. 
In the German Democratic Republic, the rate of expan- 
sion of industrial employment remained very low or 0.1 
per cent in 1972. The prospects for additional labour 
supply in Czechoslovakia are reported to indicate the 
halving of the present increase. In 1973 the growth rate 
of industrial employment in this country was 0.7 per 
cent. In Hungary, after two successive years of decline, 
industrial employment, owing to the 1973 recovery, 
expanded slightly so that the 1971-1973 average went up 
to 0.1 per cent. In the Soviet Union, the yearly average 
rate of increase in industrial employment for the period 
1966-1970 amounted to 2.8 per cent; in 1971-1973 it 
slowed down to 1.2 per cent. In Bulgaria, a similar trend 
in industrial employment brought the yearly average rate 
of 4 per cent in 1966-1970 down to 2.4 per cent in 1973. 
| was reported that in 1973, labour shortages in construc- 
tion affected the scheduled pace of completion of some 
projects. Poland and Romania still have large reserves 
for additional employment (for more details see section 2 
(ii) “Industry” and table 2.11). 


In a few countries, the labour supply situation was 
further tightened by the extension of a shorter working 
week to additional regions and branches. Faced with 
increasing problems, some countries, like Poland, 
introduced restrictive policies with regard to the recruit- 
ment of new labour. In Hungary, material incentives 


Yearly average percentage changes in labour supply based 
on the increase of the population of working ages 


1971-1975 1976-1980 1981-1986 1986-1990 
Веда. с. 0.7 0.3 —0.2 —0.1 
Czechoslovakia . 0.8 0.5 0.15 0.4 
Hungary ... 0.6 0.05 —0.2 a 
а « <oK 1.8 1.4 0.65 0.35 
Romania. ... 0.8 ВИ 0.7 0.7 


During the 1970s, the slow-down in the supply of young members 
of the labour force will be even more pronounced (see the SURVEY 


for 1968, chapter Ш, “‘Determinants of labour $ 7s 
1950-1980”). ы our supply in Europe, 


$ Polish Economic Survey, 1974, No. 1 (286). 
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were provided in 1972 for limiting the expansion of 
employment. In the Soviet Union a large-scale campaign 
was launched to stimulate labour-saving methods. Some 
of these (e.g. the Shchekino scheme) are scheduled to be 
introduced in all enterprises by the end of the current 
five-year plan. The experiences gained through some 
other schemes of organizing brigade work in construction 
(Zlobin’s method) and similar experiments in railroad 
transport were fully approved by the highest political 
and governmental bodies. They were often referred to 
in the campaign conducted by political organizations, 
the press and other mass-media. Finally, a revision of the 
labour code was started last year in Poland and Bulgaria. 


(iii) Technical progress 


In addition to policy measures for improvements in 
the demographic situation and employment opportunities, 
others, even more important, were undertaken to stimulate 
labour productivity through the promotion of technical 
progress.® In all countries, technical policies are seeking 
to improve the organization of research in institutes 
and laboratories, to speed up industrial application and 
dissemination of new, advanced techniques and to 
facilitate the transfer of progressive techniques adopted 
abroad. 


In 1973 in the German Democratic Republic, Bulgaria 
and the Soviet Union, a number of resolutions were 
adopted with a view to accelerating technical progress. 
The planning of technical development became an 
obligatory part of annual and medium-term plans. 
Mechanization and technical re-equipment of light 
industry and coal mining in the Soviet Union, long-term 
programmes of technological development in agriculture 
in Bulgaria (November 1973) are examples of such 
activities. The organization of technical co-operation 
and of joint research programmes within the CMEA 
institutional framework gained in scope, indicating the 
increasing importance which the governments attach to 
this particular field.’ In 1973, international co-operation 
in scientific research and technical development was 
extended beyond the CMEA area, linking the east 
European countries and the Soviet Union with western 
Europe, the United States and Japan. Technical co- 
operation in the field of energy, agriculture and engineer- 
ing reached a point at which it may be regarded as one 
of the main factors in the promotion of trade and 
economic relations between east and west. 


6 Technical progress in a broad sense incorporates changes in the 
use of material and human factors leading to increased efficiency, 
such as new types of machines and equipment, innovation in techno- 
logy and know-how, organization of scientific research and applica- 
tion of the results in production. Moreover, it can refer to methods 
of improving management and labour skills. 

7 For instance, in agricultural technology several joint programmes 
were organized, such as the elaboration of programmes for the 
optimal use of fertilizers for various crops, international verification 
and improvement of several hundred new strains of crops, prepara- 
tory work on the elaboration of the international machinery system 
for agricultural mechanization. For more detailed analysis see 
section 5 on ‘‘Foreign trade” and also Economic Bulletin for Europe, 
vol. 25, section 3. 


The new approach, aiming at intensifying and speeding 
up the introduction of modern and advanced technology, 
had a strong impact on investment policy and in 
particular on the high priority given to the industries 
producing new equipment and instruments needed for 
technical reconstruction. In a short period of time, new 
specialized branches of engineering were developed at 
spectacular rates. These developments allowed for the 
installation of about 11,500 automatic and mechanized 
production lines in Soviet factories in 1973. The develop- 
ment of control instruments and computers allowed the 
application of new automated management methods in 
technological processes (ASUTP) and in the planning 
and management at the level of enterprises (ASUP) 
and entire branches (OASU). As an example, such 
developments provided the ground for multilateral 
co-operation within the CMEA in organizing the unified 
system of electronic data processing.* 


In November 1973 a new resolution of the CPSU 
Central Committee and the USSR Council of Ministers 
was adopted aiming at promoting technical progress 
and innovations. It is also planned to establish an all- 
Union Centre for Patent Services.® 


The need to strengthen ties between research and 
production led to the organization of research and 
production associations. In this regard, developments in 
the Soviet Union tend to confirm that the time-lag 
between the development of an innovation and its mass 
production was considerably reduced. Similar develop- 
ments can be observed in the recent moves towards the 
consolidation of large-scale enterprises in Poland and 
Bulgaria. The new forms of research and production 
associations tend to cover all stages of the production 
cycle. In Bulgaria, close organizational links between 
the Academy of Sciences and the University of Sofia 
have been envisaged in order to increase the efficiency 
of scientific research. 


The application of advanced technology requires 
changes not only in management but also in manpower 
skill. The attention of policy makers was focused on the 
re-examination of the educational system in general. 
In July 1973, the Supreme Soviet of the USSR adopted 
a new law on improving public education. Educational 
problems were also discussed at the highest political 
level in Bulgaria and Czechoslovakia. Furthermore, the 
economic education of workers was introduced in the 
Soviet Union last year. More than 5 million workers 
and managers participated in thousands of courses 
providing basic knowledge in different aspects of modern 
management. 


(iv) Price policies 
Among the difficulties associated with the price 
policies and inflationary pressures the exchange rate 


в The CMEA system consists of six models of third generation 
computers. 

9 It was reported that, in 1973 alone, more than 50,000 innovations 
were entered in the Soviet Union State Register and 126,000 in the 
first three years of the current five-year period. 
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problems deserve special attention. Exchange rate 
adjustments took place in relation to the major currencies 
outside the area. The Soviet Union State Bank published 
every month the list of official exchange rates, and adjust- 
ments were made according to the developments in 
western Europe and the United States. Other countries, 
such as Hungary, Romania and Czechoslovakia also 
had to adjust their official exchange rates to foreign 
currency fluctuations. The modification in exchange 
rates did not bear in any way on the domestic money 
and credit system. As for the impact of inflated prices 
of imported and exported goods, the policy measures 
undertaken proved rather efficient in coping with the 
adverse effects. Price stability was maintained in all 
countries, and retail prices remained stable. In Hungary, 
the increase of the retail price level in 1973 (3.5 per cent) 
remained within the planned rate and was in line with 
the long-term price policy programme aiming at reducing 
discrepancies between consumer prices and production 
costs. (Compensation for increased cost of living was 
granted to consumers.) Nevertheless, it should be 
stressed that the intensification of east-west trade, the 
increase of foreign trade deficits in some countries and 
the increasing importance of industrial and technical 
co-operation are likely to require measures and additional 
resources for the maintenance of economic stability. 


Price stability is a policy objective common to all 
countries of the area. First of all, it refers to the stability 
of retail prices. Retail price indices remained stable or 
declined slightly (see table 4.2), except in Hungary and 
Romania. The price increase in Hungary was planned 
and the authorities kept the rise in line with the intentions 
of the plan. The cumulative effect of the annual price 
increases in Hungary for 1971-1973 amounted to 8.6 per 
cent. In Romania, the 1973 price adjustments of some 
consumer goods (meat, meat products, alcohol) in the 
summer of 1973 moved the retail price index up by 1 per 
cent. 


By and large, producer prices for industrial products 
remained stable. Some price adjustments took place, 
the most significant of which occurred in the Soviet 
Union. From 1 January 1973, producer prices in en- 
gineering were reduced on average by 12 per cent, whereas 
prices for some items in light and food processing 
industries were adjusted upwards. As from 1 January 
1974, long distance railway fares were reduced in order 
to stimulate the exploitation of natural resources in 
remote eastern regions, but short distance rates were 
increased, thus allowing the general level to remain 
unchanged. In the German Democratic Republic a 
new price system of industrial products came into force 
at the beginning of last year. 


In the field of agricultural products,*meat and milk 
procurement prices were increased in several countries. 
In Romania and Hungary, retail prices were changed 
accordingly; compensation for increased cost of living 
was granted to consumers. 


In several countries the distortions in relative price 
structure were discussed. In Czechoslovakia, for instance. 
where prices were frozen at the 1 January 1970 level, 
the preparatory work for comprehensive reforms of 


industrial prices is under way. The general price level in 
this country is to be reduced, and the average pro- 
fitability in industry and construction was set at 7.5 and 
4.65 per cent respectively. The new prices are scheduled 
to come into force at the beginning of 1976. 


Price control was tightened up and new regulations 
were issued in several countries (Hungary and Poland, 
for instance). Violations in pricing so-called new pro- 
ducts were reported, but they were of minor importance.” 
In Czechoslovakia, free prices in public catering and 
some services to the population were replaced by the 
“uniform retail prices”. In Hungary the problem of 
“dishonest” profits drew significant attention; new 
regulations referring to cost accounting in pricing 
industrial products outside the controlled price categories 
were laid down." 


Budget subsidies were the most important instrument 
in implementing price stabilization policies. It may be 
noted that the amount of subsidies has been increasing 
from one year to another. In the German Democratic 
Republic, State subsidies for maintaining stable retail 
prices for basic consumer goods increased from 8.5 bil- 
lion marks in 1971 to 10.7 billion in 1973, thus reaching 
about 8 per cent of the national income. Similar develop- 
ments could be observed in Hungary, where subsidies to 
counteract the adverse effects of inflated prices for 
imported goods, mainly basic materials, amounted to 
5.3 billion forints. For 1974 it is envisaged that the figure 
will double. It was reported that a subsidy of this size 
would be sufficient to keep price increases within the 
planned 2 per cent, whereas without the subsidy retail 
prices would increase by at least 6 to 7 per cent next 
year. In Poland a three-year price freeze for basic 
consumer goods produced was associated with subsidies 
of a similar order of magnitude. The freeze will be 
extended in 1974, but the subsidies are expected to reach 
such a high level that in the future a “‘flexible’’ price 
policy should be applied. 


In 1973 two factors contributed to strains in the field 
of prices. First, it seems that the inflated prices of 
imported goods have not been matched by price increases 
on the export side. Direct statistical evidence of the 
deterioration of terms of trade is available only for 
Hungary (see section 5), but similar developments 
may have occurred in other countries also. The levy 
of taxes on export prices could not provide sufficient 
resources for increased subsidies intended to compensate 
the inflated import prices so that the price gap could not 
be closed through export taxes alone. Adjustment in 
exchange rates, and changes in custom tariffs were made 
use of, but budget subsidies remained the last resort; their 
direct impact on the distribution of domestically available 
resources has been increased. 


10 Тре administrative work required for price controls can be 
illustrated by the example of pricing new products. The Chairman 
of the USSR State Committee for Prices declared last December 
that price control offices received 171,000 applications for pricing 
of new products in 1971 and 215,000 in 1972. The new tariffs for 
consumer services were not included in those figures. Cf. Planovoe 
Khozyaistvo, 1974, No. 2. 

11 Népszabadsdg, 19 April 1973 and 24 June 1973. . 
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The “expansion of east-west trade and economic 
relations make it more difficult for east European 
countries and the Soviet Union to remain unaffected by 
developments in western markets and currency systems. 
Hitherto, subsidies combined with foreign exchange 
practices have been successful in protecting the domestic 
price level against direct effects. But these policies tend 
to widen the differences between the two criteria of 
efficiency based on domestic and world market prices 
respectively. This runs counter to the policies, pursued 
in the recent past, aimed at reducing disparities between 
domestic and foreign prices. 


Secondly, under the conditions of a steady rise in 
wages and other personal incomes, and stable retail 
prices, market disequilibria may arise, especially for 
goods with high income elasticities (meat, meat products 
and some consumer durables). Resort has often been 
made to imports of such products, which increased 
considerably in a number of countries from 1971 to 
1973, and to increasing domestic supplies.” In the long 
run emphasis is on more flexible price policies including 
rents. In this respect the housing situation provides an 
illustrative example, rents being low and not having 
been changed for years (in the Soviet Union since 1926). 
In spite of intensive construction in this sector, the adjust- 
ment process in some countries is foreseen to last fifteen 
years, starting in 1973 (see section 4, “Consumers’ 
incomes and supplies’). 


(v) Changes in organizational structure, 
planning and management 


Improvement in the efficiency of planning and manage- 
ment at all levels continued to be a permanent concern of 
governments. In some countries new governmental 
bodies were set up in order to improve organizational 
conditions of economic planning, like the State Planning 
Committee in Hungary and the Commission for the 
Modernization of the Economy and State in Poland. In 
Romania, as a follow-up of the Law on planned economy 
and social development, approved at the end of 1972, 
three new central governmental bodies were established 
in May 1973: the Supreme Council of Economic and 
Social Development, the Council of Economic and 
Social Organization and the Central Commission of 
Control of Economic and Social Activity. It is reported 
that the reorganization is expected to contribute, among 
other things, to the reduction of bureaucratic power in 
economic management. 


The most intensive and far-reaching changes and 
developments in the institutional framework, however, 
took place at the level of enterprises. The reorganization 
was associated with the spread of technical innovations 
and with stricter application of economic criteria in the 
performance of enterprises. It was again confirmed that 
large units with an appropriate set-up can bring improve- 
ments in efficiency through the combined effects of 


12 Népszabadsdg, 20 and 21 December 1973: Trybuna Luau, 


23 October 1973 (No. 295); Rudé Prdvo, 29 November 1973. 


technical, managerial and economic achievements. The 
process of reorganizing and of restructuring enterprises 
was reinforced by the fact that certain improvements 
previously developed on an experimental basis had 
reached the stage of practical application in a large 
number of enterprises. Among such improvements the 
introduction of complex mechanization and automation, 
the application of automated systems of management, 
the almost complete acceptance of the principle of 
economic accounting and self-financing deserve to be 
quoted specifically. In addition, some new schemes 
started in 1973 on an experimental basis. In the Soviet 
Union, for instance, new experiments aimed at improving 
management methods were started in 1973. A number 
of industrial enterprises, mostly in engineering, reorgan- 
ized their planning methods by introducing the net 
product as the main indicator of economic performance 
in order to stimulate economies in material inputs. If 
applied on a large scale, however, the new indicator 
would replace the volume of sales or the commodity 
output as the key indicator of successful performance, 
which in turn might lead to quite a few changes in the 
present planning methodology. Another move of an 
experimental character in the Soviet Union was related 
to the reform of business relations between the enterprises 
and the banks. 


Rather impressive results in the field of enterprise 
management were witnessed in Soviet agriculture. They 
were also associated with the introduction and diffusion 
of advanced technology, and with the reinforcement of 
economic criteria against administrative management. 
As is well known, there are two basic types of farms in 
Soviet agriculture. In recent years, however, the dif- 
ferences in the economic conditions of operation of 
these two types have been gradually reduced, largely 
through the fact that the management of State farms was 
organized on the principle of full khozrashchot (sales 
prices are the same as for collective farms; self-financing 
gradually replaces State subsidies). The majority of 
State farms have been transferred to the new system, 
and the remaining part should follow in 1974 and 1975. 
As far as criteria of internal income distribution and 
remuneration of labour are concerned, the difference 
between State and collective farms was considerably 
reduced by the earlier introduction of the system of 
State farm remuneration and social benefits for collective 
farms. However, neither the State nor collective farms 
were always able to meet the requirements of advanced 
technology. 

The process of organizational consolidation was started 
and speeded up mainly by resorting to massive invest- 
ments. The size of the new integrated farms reached the 
level which allows for the specialization of big production 
units. The technical and economic character of each 
component part underwent changes through their 
integration into modern and large agro-industrial 
complexes which incorporate food-processing and distri- 
bution services as well as a number of other activities 
(construction, fodder mixing plants, etc.). Agriculture 
is being taken out of its organizational isolation and the 
emerging institutional framework is based primarily on 
integrated agro-industrial complexes. All these develop- 
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ments were supported by intensive political, administrative 
and professional campaigns. Several important decisions, 
resolutions and decrees, adopted by the highest political 
and governmental bodies, speeded up the new trend and 
helped eliminate adverse tendencies. Similar develop- 
ments can be observed in other countries of the area. 
Agricultural reorganization in Bulgaria seems to be 
particularly advanced: hundreds of State and collective 
farms were consolidated into 172 agro-industrial com- 
plexes, each disposing of 25,000-35,000 hectares of 
agricultural land and with an average employment of 
over 7,000 workers. 


The reorganization of management in enterprises was 
linked with new regulations relating to wages, income 
and profit distribution. In the Soviet Union, the changes 
in the wage system aimed at closer association of wage 
increases with higher efficiency and labour productivity. 
The criteria for the formation of the enterprise’s funds 
were modified in the same direction. Bonuses, premia 
and other amenities were used as material incentives 
for stimulating labour productivity. Moreover, the 
problems of improving “shop floor’ democracy (in- 
dustrial democracy) attracted attention in a number 
of countries. The producers’ conferences, in a consultative 
capacity, received the highest political and governmental 
‚ support in the Soviet Union (March 1973), Hungary 
(June 1973), Poland and Czechoslovakia (January 1974). 

Organizational changes in enterprises generated a 
new cycle of reorganization at the intermediary level 
of managerial links between enterprises and economic 
ministries. The main administrative authorities, usually 
ministry departments, should be replaced by a business 
type organization—industrial association. In 1973, 
the new regulations in Romania provided a legal frame- 


= For more detailed references on agricultural development in the 
Soviet Union in 1973 see Ekonomicheskaya Gazeta. 
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work for the reorganization of industrial centrals (their 
number was reduced from 207 to 99). It was reported 
that the reorganization contributed towards closer 
links between production and central management and 
eliminated excessive centralism. In April 1973, the 
Resolution of the CPSU Central Committee and the 
USSR Council of Ministers on industrial associations 
opened the reorganization (as a process and not as an 
administrative fiat) and by the end of 1973, the reorgan- 
ization was completed in five ministries. 

In 1973, problems associated with long-term planning 
drew more attention in all countries. The preparation 
of long-term programmes was under way. In June 
1973, at the plenary session of the SED Central Committee 
and the GDR Council of Ministers, the main orientation 
of the long-term programme, extending to 1990, was 
discussed. In Bulgaria, the fifteen-year development 
programme for modernizing technology in agriculture 
was approved in November 1973. In Poland, the long- 
term programme for agriculture and food processing is in 
the course of preparation and should be discussed in 
1974. Housing is another field where long-term pro- 
gramming was frequently applied. Hungary is in the 
final stage of implementing a long-term programme; 
Poland approved a long-term programme in 1972, and 
a similar programme was initiated in the German Demo- 
cratic Republic in 1973. In January 1974, the Hungarian 
Government approved a long-term programme for 
energy. 

The development of planning in new fields and the 
increasing attention to long-term planning were associated 
with developments in planning methodology and 
techniques. In June 1973, the system of optimal func- 
tioning of the economy (SOFE) was discussed in the 
USSR Gosplan. The discussion covered such topics as 
the integrated approach to planning, the use of scientific 
forecasts and the broader application of mathematico- 
economic models. 
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2. PRODUCTION TRENDS 


(i) Agriculture 


Agricultural production varied widely among the 
countries of the area in 1973. Total production is 
reported to have been substantially higher in the Soviet 
Union than in the preceding year. It also increased 
satisfactorily—although at less spectacular rates—in 
Poland, Hungary and Czechoslovakia. In Romania it 
remained at the high level achieved in 1972. In the 
German Democratic Republic and Bulgaria plant pro- 
duction decreased in comparison with the previous 
year’s record level, while animal production continued to 
grow (see table 2.1). 


Weather conditions in the area during the year were at 
best average. Most east European countries suffered from 
a drought in August-September, which damaged parti- 
cularly the root crops and the fodder crops. Moreover, 
an epidemic of foot and mouth disease adversely affected 
animal production in Hungary and Czechoslovakia. 
In the absence of the disease, the results obtained could 
have been even better. 


Comparing the level of agricultural production in 
1973 with the average level in 1966-1970, it appears that 
the highest over-all production increase took place in 
Romania (26.1 per cent), followed by Poland (22 per cent). 
Output in the Soviet Union increased by 19.4 per cent, 
in Hungary by 18 per cent, in Czechoslovakia by 17.1 
per cent, in the German Democratic Republic by 12 per 
cent and in Bulgaria by 10.9 per cent. Expressed on an 
annual average basis, output in Poland, Hungary and 
Czechoslovakia has been increasing in the present quin- 
quennium at a faster rate than foreseen in the current 
five-year plan, while in Bulgaria and Romania the growth 
of agricultural output has been, so far, behind the 
planned target, which, however, had been set extremely 
high in the latter country. In the Soviet Union and in the 
German Democratic Republic, output has been increasing 
broadly according to plan." 


PLANT PRODUCTION 


In most countries of the area plant production made 
significant progress in comparison with the previous 


14 Average annual rate of increase of agricultural output in east 
European countries, 1973/1966-1970 (A), and the 1971-1975 Five- 
year Plan targets (В): 


A B 
вшаа sec my ean о eesege om ae 
Czechoslovakia. .... - Caos № a2 2.5 
German Democratic Republic... . 2.3 2.4 
Те os pe a pee og нак 3.4 2.8-3.0 
ЕО soe ROM apa Abe aoe te ee 4.1 к. 

Е et Soke nals 4.8 6.3-8. 
Romania. .... th ao 
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year. This was mainly because of the impact of the 
good grain harvest, and in spite of setbacks suffered by 
other crops. A high general increase of plant production 
was recorded in the Soviet Union in relation to 1972. 
Crop output increased by 6-7 per cent in Hungary, by 
6.4 per cent in Poland, and by 6.3 per cent in Czecho- 
slovakia. On the other hand, plant production in 
Romania, Bulgaria and in the German Democratic 
Republic remained stationary or declined. 


As climatic conditions in 1973 were generally favourable 
for grain but unfavourable for root and fodder crops, 
over-all results of plant production depended to a 
considerable extent on the structure of agricultural 
output in each country. However, results of plant 
production were also influenced, to a greater extent than 
in previous years, by economic and technological factors. 


Improvements of farm organization and a fuller use of 
technology played—according to many sources—a larger 
role in 1973 in determining the outcome of plant pro- 
duction than in previous years. The satisfactory results 
obtained by some of the countries in the area were due 
largely to a more intensive use of modern farming 
methods, in particular an increased application of 
fertilizers and a greater mechanization of agricultural 
work, which at least partly offset the adverse effects of 
weather conditions. This latter aspect seems particularly 
noteworthy, since it represents a tangible progress in the 
stabilization of agricultural production in the area, which 
has been subject, traditionally, to considerable fluctua- 
tions. 


In the Soviet Union, the 1973 grain harvest was carried 
out in the shortest time ever recorded. The reason for 
this was not only that increased quantities of farm 
machinery were supplied to the agricultural sector, but 
also that they were used more purposefully and more 
efficiently. Deliveries of different types of equipment 
were better synchronized, and carried out on time. 


Government price policies were the second important 
factor influencing crop output in the area. Changes in 
the level and structure of agricultural producer prices 
have had an increasing impact on the results of plant 
production, particularly in some countries of eastern 
Europe. In Hungary, for example, the previously 
reported price increases of wheat were certainly instru- 
mental in bringing about the good results obtained in 
this year’s wheat production, in spite of difficult climatic 
conditions. 


The total amount of grain harvested in the area in 
1973 was almost 296 million tons, compared with 242.5 
million tons harvested in 1972, representing an increase 
of 22 per cent (see table 2.3). The excellent result of 
1973 was due mainly to a bumper harvest in the Soviet 
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TABLE 2.1 


Gross agricultural output 


Indices of output Percentage share 
er Annual be donee change spies P of output 
and period Total Crop Animal Total Crop Animal Crop Animal 
Be Plt ee ON Se ee 
Bulgaria 
1966-1970 Seen 4.74 ee wd 100.0 100.0 100.0 65206 34.5* 
197, ee Ee me, Bh о 1.9 —0.4 6.2 105.1 101.6 111.7 63.3 36.7 
19/2 ee rear сане 4.8 eS: el 110.1 109.0 112.9 64.7* apis 
Ра По а 7.4 a Sys 118.2 i ne уе а 
а ео а о 0.7 —0.8 3 113.4 
Plane 974 ое ca.5 NE ee si 
Pianet9 71-197 Steere ВС ne ae 117-120 
Czechoslovakia 
1966-19709 5. ae Sher 3.44 BMAe 100.0 100.0 100.0 47.5 57255) 
АИ о а кое в о Bee 2.8 825) 108.2 102.8 113.0 45.2 54.8 
1972 о ete 3.9 3.6 4.1 112.4 106.6 NITED 45.1 54.9 
Plangt 9/7 Siamese meee: 4.0 8.3 0.5 с 116.4 115.4 118.3 46.3 537 
сх со ee ee 4.2 6.3 2:5 117.1 11353 120.6 46.0 54.0 
ОИ о бо ов 3.8 5.8 2.1 121.5 119.9 123.1 eae Ee 
197 Ta OT 3S. telat: Cas 3.8 4.2 33 у к au 
Plante Се Боос DA 3.4 2.0 11465 1185 110° 
German Democratic 
Republic 
1966-19707 See oe fas ОХ 0.4 а Sheil @ 100.0 100.0 100.0 45.4 54.6 
197 ee ey в ое 0.4 —4.8 4.5 100.5 93.6 106.3 42.3 Sen 
ek не 10.2 16.9 5.3 110.8 109.5 PES 44.9 55:1 
Plan 19 4.9 4 № ть 116.2 < me ze о 58 
Е о о с Ин 1.0 —2.8 4.1 112.0 106.5 116.5 43.2 56.8 
er IS so on wo 6.8 4 - ia — гр к 
PlanelO7i=19i/5 в ово р @ 
Нипгагу 
ОО зов воеос 2.8 а 1.9 а ВС 100.0 100.0 100.0 57.4 42.6 
LOT еж с к 9:2 11.7 6.6 109.6 с im 54.5 45.5 
PAS Sami robe ор ioe oes al 6.5 —2.0 11 PES) 109 116 56.3 43.7 
Plane 9)/3 eee 1-2 -— 2-3* = =e a ce хр 
ТО I Bee een a Mes 5 6-7 2-3 118 Gs ioe 
PlanwS74 в 2-2.5 — 6-7 
О о. 5.6 8.2 2.3 
Р|ап! 1971-1975 5... 2.8-3.0а 
Poland 
1966-е 2.9 а S412 De 100.0 100.0 100.0 Se ne 
ПТ Games hae В Ahan 3.6 о 6.6 104.7 102.4 107.1 54.2 45.8 
Оо cuts № СВ 8.4 7.0 9.5 32 109.6 117.3 539 46.1 
РО и. el 0.0 ca.5 115.6 109.6 123.2 
а ee Е Tes: 6.4 93 122.0 116.6 128.2 
Ратио ee eee 4.3 2.4 6.5 127.2 119.4 136.5 
ПО О 3 6 6 wo 4 < 6.5 4.8 8.5 ae ar he 
Plana lO 7-19 о. 3.53.9 3.2-3.7 4.0-4.3 119-1212 117-1205 122-1235 
Котата 
ПОНИ Бо ооо 4.2 а 5.98 4.3 а 100.0 100.0 100.0 es 
TOTS ae 19.0 26.0 9.0 115.3 115.8 113.6 62.3 37.7 
ПДА a eee ae 9.2 7.9 11.9 125.9 124.8 127.1 61.3 38.7 
LOT BEY eae ae 0.2 a у. 126.1 
Plan 1974 м 2 21.5 
О GG a a 9.4 


Plan О-о. ee 6.3-8.34 


ee ee Вы О о И о Se 8S 


TABLE 2.1 (continued) 


Gross agricultural output 
er ee 


Annual percentage change 


Indices of output Percentage share 


G 
yee 7 Pe Е of output oa change of output 
iz Total Crop Animal Total Crop Animal Crop Animal 
Soviet Union 
1966-1970) = 
ae aie te 4.14 3.84 100.0 100.0 100.0 50.9 49.1 
Pee Se ee ee xe ae 109.2 106.3 ie 49.5 50.5 
ee, oe a Г й a 98.1 eS 47.7 SPH 
: +. 17.9 
о. A 119.4 eo 
Plan 1974... 4.2 е 127.0 
а 
Plan 1971-1975 3.94 120-122 
Byelorussian SSR 
ae са Lee a 318) Dp 4.5 100.0 100.0 100.0 50.9 49.1 
> Soe. ae ee ae oe Le Dea 106.9 104.1 110.1 49.5 50.5 
NR OL Reames Pere Е — 1.3 4.5 108.6 102. 
ae eo : 8 115.0 48.1 51.9 
О-о SG a oe ee, 80 3.9 
Plan 1971-1975 . са.8.5 4 150 
Ukrainian SSR 
ПИ ое 2.5 1.8 3.2 100.0 100.0 100.0 53.8 46.9 
CGN eee Se ae eos eee 6.1 9.4 2.5 12.2 ПИ 113.4 553 46.7 
ПО и. и. —3.7 —7.3 0.4 108.0 103.1 113.8 51.4 48.6 
Plan 1973 о re WS Ae 
а Ey 
Plan 1974 ee eae, 0.4 ¢ 
О ees 2 ws 4.5 Rr 
Plan 1971-1975 3.64 119 


a EE 


Sources: national statistics, CMEA Statistical Yearbook 1972, plans and plan- 
fulfilment reports. 


а Five-year average over previous five-year average. 
b Index for 1975, 1970 = 100. 
с Original version 1.1. 


Union, where grain output rose by 32.3 per cent compared 
with 1972, reaching the unprecedented level of 222.5 
million tons. In the east European countries (excluding 
the Soviet Union), grain output declined by 1.4 per cent, 
to 73.3 million tons. 


The development of grain production in the area 1S 
an economically sensitive topic, not so much because of 
the need to increase supplies of flour and starch for 
human consumption (demand for which seems largely 
saturated, per capita consumption being high), but 
because of the growing demand for feedstuffs. 


15 In the Soviet Union it has been announced recently that over 
100 million tons of grain from the 1973 harvest of 222.5 million 
tons would be used as animal feed by State and collective farms, 
while about 90 million tons would be purchased by the State. 

In 1973, wheat output per head amounted in the Soviet Union 
to 440 kg, while in the United States it was 220 kg. Even taking 
into account differences of diet in the two countries, this data 
provides a measure of the importance of wheat as animal feed in 
the Soviet Union. 


d Including food-processing industry. 
е Calculated on the basis of planned data of Soviet agricultural output: 
Billion roubles 


1973 1974 Plan 
Soviet Union .... . 96 100 
Ukrainian SSR... . 22571 22.8 


Grain production has developed in the area at an 
accelerated pace since the mid-1960s.1° However, because 
of the constantly growing grain requirements for feeding 
purposes (due to the high elasticity of demand for meat), 
the expansion of output has not been sufficient to prevent 
increases of imports. 


Given the high income elasticity of demand for meat, 
it has become important to increase meat production 
rapidly, and, if possible, at a low cost. This tends to 
explain why “grain-dependent” meat output (pork and 
poultry), which can be expanded faster and at a lower 
cost than e.g. beef, accounted for about 70 per cent of 


ag Average annual rates of increase of grain output 
1961-1965 1966-1970 1971-1973 
1956-1960 1961-1965 1966-1970 
Eastern Europe 1.2 3.7 5.0 
Soviet Union. .... . 1.4 5.2 3.3 
Total area . ; ].3 4.8 В 


Sources: CMEA Yearbook, plan-fulfilment reports. 
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TABLE 2.2 


Distribution of agricultural land 


(Thousand hectares) 
Land reclamation 
eS 
Agricultural Arable Area Of which: Irrigated sated 
Country and period land land under wheat land lan 


Bulgaria 
ISOS aes css 5 793 4 167 2 402 1145 
ПО. о 6 010 4 142 2279 1014 
1 OA ее 6 009 4 132 2 324 1013 
А ox Goa бы 6 022 4128 2 283 961 
Czechoslovakia a a 
о os ао 7 160 5 072 2590 826 33.9 31.8 
о т 7 093 4 998 2671 1081 16.9 35.9 
О о ecco wee es 7077 4 989 2 724 1 103 22.4 40.6 
LOD es es oe 7071 4 980 2 793 1 197 9.1 54.7 
German Democratic 
Republic a a 
О В ee 6 358 4 718 2405 491 21.3 40.6 
А © ОА 6 286 4 618 2342 598 63.0 88.4 
О о к: 6 287 4 622 2400 635 52.4 114.6 
О и ож 6 291 4 639 2409 690 61.7 25 
м ие 6 287 4 634 2453 696 68.0 104.2 
Hungary b 
1965 сосок 6 954 5.233 3 329 1 126 100.0 
пб кое 6 875 5 189 3 108 1 274 108.7 
WOW Е пан 6 855 5 181 3 231 273 204.9 
се са 6 847 5175 3 321 1317 266.9 
Poland b c 
Об м Se ee 19 637 15 196 8 809 1 617 307 2 132 
ORO MNES ei eee oe 19 543 15 088 8 631 1 985 425 2 948 
LOTR cs, ee 19 508 14 980 8 709 2 061 459 3 062 
| 19 371 14 843 8 718 2048 478 3 141 
Котата = Е 
а 14 791 9 814 6 897 2983 229 
ОО обе ее 14 930 9 733 6 059 2321 731 
И и а Зы 14 935 9 728 6 329 2 501 957 
OTD eee A Rael eee 14 943 9713 6 392 2523 1 144 
GFW Bathe ee. c = 9721¢ 2 ns 1 254 ab. 
PAIN ace ae eee os Аа 9 721 api A 1 477 373.0 
Eastern Europe 
( Total) 
1965 ass eae eee 60 693 44 200 26 432 8 188 
1970. sh eee Sle 60 737 43 768 25 040 8 273 
ROWS yee cube hot eae 60 671 43 632 25 717 8 586 
ПО 9 60 545 43 478 25 916 8 736 
Soviet Union b и 
(S65 М See 542 828 230 035 128 024 70 205 9 900 10 600 
OV OM ree ean eee 545 778 226 648 119 261 65 230 11 100 10 214 
OF ee eee 545 905 226 552 117 937 64 035 11 500 10 875 
О a ae ee 547 766 226 507 120 158 58 492 12 000 11 427 
ПОЗ. ee ee 128 000* 12 940* 12 338* 
аа 1974 ..... 13 802* 13 300* 
Byelorussian SSR 2 
с 
HOGS!) =. ae ee 9 863 6 316 2 890 187 ne 1 291 
о bees Seta: 9 813 6 173 2505 442 we 1752. 
| Ve. ee ch 9 800 6 200 2 537 430 1 868 


И бе eee 9 800 6 100 2 659 349 + 1994 
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TABLE 2.2 (continued) 


Distribution of agricultural land 


(Thousand hectares) 
Land reclamation 
Country and period Cand “at” SEP SE rte a rte: 
grain 
Ukrainian SSR ba 
cd 
р 42 702 34 140 16 495 7 839 503 1278 
о ie cero. 42 356 34 116 15 518 6 030 923 1 594 
Oya ee © cee 42 300 34 100 15 503 7357 1011 1 667 
О © eee re 42 300 34 100 15 288 5 221 1096 i 753 
Е оне в 3 000 
Total area 
PIGS aie, нем: 603 521 274 235 154 456 78 393 
1970 Ses, See eee es 606 515 270 416 144 301 73 503 
О. 606 576 270 184 143 654 72 621 
М РЕ 608 311 269 985 146 074 67 228 


Sources: national statistics, CMEA Statistical Yearbook 1972, plans and plan-fulfilment reports. 


а New land irrigated or drained each year. 
Ь Total irrigated land. 

с Total drained land. 

d State and co-operative sector. 

е Plan. 


total meat output increases in the area in recent years. It 
developed at the fast rates shown below, which, in- 
cidentally, were considerably higher than the rates of 
increase of grain output in the same period. 


Index of pork meat and poultry production 1972/68 
ne 
Pork 


Pork Poultry and Poultry Grain а 
Eastern Europe 120.2 149.3 124.1 NOAH 
Soviet Union 131.4 150.6 134.6 113.8 
ПЕС 6 oO ou ee 125.8 150.0 129.4 115.8 


Sources: CMEA Yearbook, 1970 and 1973. 
а 1971-1973/1966-1970. 


In spite of a 15.8 per cent increase of grain output 
between 1966-1970 and 1971-1973, the area is a net grain 
importer, as indicated in table 2.5. Even in years of good 
harvest, when the Soviet Union has had considerable 
grain export surpluses, these were insufficient to offset 
the constantly growing grain requirements of east Euro- 
pean countries. In 1972, under the effect of the poor 
Soviet harvest, total net grain imports of the area amounted 
to 15.8 million tons. Information on total grain imports 
of the area in 1973 has not yet been published. 

In the Soviet Union, feed-grain output has developed 
faster than bread-grain output, comparing the average of 
the years 1971-1973 with the average of the years 1966- 
1970. However, in east European countries, bread-grain 
production, particularly wheat production, increased 
more rapidly than total grain output, as indicated in the 
table below. Rye output declined in the Soviet Union 
and increased only moderately in eastern Europe. 


Index of grain output 1971-1973/1966-1970 


nn nee «А„—”„’„——ЗАА/А/З/З———к 


Of which 
Total grain Wheat Rye 
Eastern Europe ....... WAN ad! 129.3 105.1 
Soviet Unions een 113.8 108.8 91.3 
оба ателье 600 115.8 > 97.5 


eT 


The total area under grain has been declining in the 
Soviet Union since 1965. The area under wheat has been 
decreasing at a faster rate than the total grain area, and 
its share has diminished considerably. Between 1965 and 
1972 the area under grain declined in the Soviet Union 
by 6 per cent, whereas the area under wheat declined 
by 17 per cent (see table 2.2). 


In the Soviet Union, wheat yields have been rising 
relatively faster than yields of other grain crops. The 
average wheat yield in 1971-1973 was 22 per cent higher 
than the average yield in 1966-1970. The average yield of 
total grain increased by only 15 per cent. Particular 
efforts were made to improve seed selection and highly 
productive strains of wheat were progressively introduced 
into cultivation, e.g. Bezostaiya 1, Mironovskaiya- 
Yubileinaiya, Kavkaz, etc. 

High hectare yields of wheat have been achieved in 
some regions of the Soviet Union, particularly Moldavia, 
the Baltic Republics, and the Ukraine, whereas yields 
in the Transcaucasus and Central Asia have been far 
below the national average. It should be noted that 
about two-thirds of the area under grain in the Soviet 
Union are in the arid or semi-arid zones, with annual 
precipitations ranging between 250 and 450 mm, and 
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Grain output in eastern Europe and the Soviet Union 
(Million tons and percentages) 
п Se a ee ae 


1973 as a percentage of: 


ee 


A A 
1966-1970 1971 1972 1973 1971-1973 1966-1970 1972 
Eastern Europe 5027) 688o ПА 7307 i215) 1256 98.6 
Soviet Union 167.56 181.18 168.18 222.50 190.62 132.7 1323 
Total area 22683 25004 242.50 29577 26277 1304 122.0 


А 


Source: national statistics, plans and plan-fulfilment reports. 


with a seasonal pattern of snow- and rain-fall often 
unfavourable for wheat cultivation. 


The 1973 bumper crop of wheat in the Soviet Union 
seems to have come to a larger extent than in the past 
from the areas with traditionally high wheat yields. Of 
the total Soviet wheat harvest of 109.7 million tons, 
the Ukrainian SSR produced 26.6 million tons. The 
1973 wheat crop in the Soviet Union as a whole was 
28 per cent higher than in the previous year, whereas the 
Ukrainian harvest more than doubled. The share of the 
Ukrainian SSR in total Soviet wheat output was 15.3 per 
cent in 1972, and 24.2 per cent in 1973. 


In 1973, for the third year in succession, there was a 
record wheat crop in Czechoslovakia (4.66 million tons), 
in Hungary (4.49 million tons) and in Poland (5.80 
million tons). In east European countries, wheat pro- 
duction seems to have benefited most from the policy 
measures taken in the late 1960s, destined to boost 
agricultural output and to modernize the agricultural 
sector. Successive price adjustments made wheat the 
most profitable crop in several countries,” and with the 
increasing degree of freedom given to the collective 
farmers to plan their output, wheat production tended 


to expand, due both to enlarged areas under wheat and 
to increasing yields.'* Wheat cultivation has now been 
largely mechanized, and improved soil conditions, as 
well as the introduction of new, high yielding varieties, 
have contributed to reducing the long-standing gap 
between yields in eastern and western Europe.” 


Results of feed-grain cultivation in the area were 
generally good. In the Soviet Union a remarkable 
increase of output was obtained in the case of maize, not 
only in comparison with 1972, but with previous years 


17 п Hungary, the total production cost of one quintal of wheat 
is about 150 forints, assuming a yield of 35 quintals per hectare, 
whereas the procurement price paid to producers is 295 forints, 
Figyelé, 8 August 1973. 


18 Areas under wheat have been increasing since the early 1960s 
in Czechoslovakia, the German Democratic Republic, Hungary 
and Poland. In Romania and Bulgaria they remained stationary 
and recently slightly declined. 


19 See The European Economy from the 1950s to the 1970s, 1972, 
p. 72. In 1972, wheat yields in eastern Europe (excluding Albania) 
varied between 24 quintals per hectare in Romania and almost 
40 quintals per hectare in the German Democratic Republic, whereas 
in western Europe they were between 25 quintals per hectare in 
Italy and 45 quintals per hectare in Belgium. 


Wheat yields in the Soviet Union by region, 1971-1972 
( Quintals per hectare) 


1971 1972 
Summer Winter Summer Winter 
wheat wheat wheat wheat 
Soviet Union Total 11.8 231 13.0 19.6 
RSFSR . isis 20.8 13.1 16.7 
Ukrainian SSR 18.6 29.9 16.6 USES) 
Byelorussian SSR 26.4 21.8 15.0 ПЕЙ, 
Lithuania 29.1 26.1 16.9 25.8 
Latvia 24.8 26.6 Pile 26.6 
Estonia 278 24.2 19.2 23.9 
Moldavia aa 28.2 oe 331 
Georgia 6.1 14.3 S22) 16.3 
Azerbaidzhan 4.0 12.8 6.1 [4.1 
Armenia 7.1 16.1 7.9 tie? 
Kazakhstan 9.4 11.6 12.9 13.8 
Uzbekistan 4.4 3.6 6.3 5.9 
Kirghizia 7.8 16.5 13.5 20.0 
Tadzikistan 4.3 5.5 7.6 6.4 


Turkmenia 


Source: Soviet Statistical Yearbook 1972, р. 326-327. 


7.6 9.4 Tez 10.4 


„ 


as well, since 1972 was relatively favourable for maize 
cultivation although it was unfavourable for wheat. 
Hungary also had an excellent maize crop in 1973.20 
On the other hand, the results of maize cultivation in 
Bulgaria and Romania were relatively poor. 


Output of barley increased considerably in 1973 in all 
countries for which information is available, but parti- 
cularly in Poland and in Czechoslovakia. New high 
yielding strains of barley with an improved protein 
content have been developed in the Soviet Union and 
started to be piloted recently. 


The relatively poor results of root crops in east Euro- 
pean countries in 1973 seem to have been caused by 
several factors (see table 2.4). The late summer drought 
damaged the plants at an important moment during 
ripening. Lagging mechanization of root crop cultivation 
also influenced the outcome of the potato and sugar-beet 
harvests. Finally, at least in some countries, root crop 
growing seems financially less attractive for the collec- 
tives than the cultivation of other crops.”! 


The area under potatoes has had a declining trend in all 
countries throughout the 1960s and early 1970s. In 
1973 the only two countries which had a good potato 
harvest were Poland 2? and the Soviet Union. 


The area under sugar-beet decreased during the 1960s 
in all countries of the region. However, in the past few 
years it has started expanding again, in response to 
improved incentives for sugar-beet cultivation, parti- 
cularly in some countries of eastern Europe. 


Qutput of sugar-beet declined in 1973 in all east 
European countries. It increased in the Soviet Union, 
although it diminished in the Byelorussian SSR and in 
the Ukrainian SSR (table 2.4). Although the sugar- 
content was apparently higher than last year, this did not 
compensate for the fall in production. 


In the Soviet Union, output of sunflower increased in 
1973 by 45.4 per cent compared with the relatively poor 
1972 crop level. It was 14.9 per cent higher than the 
average output of the years 1966-1970. Output of oil 
seeds increased by 13.6 per cent in Poland, but declined 
in Bulgaria and Romania. Areas under oil seeds have 
been expanding in recent years in all countries of the 
region. 


Output of cotton continued to expand in the Soviet 
Union, and a third successive all-time high crop was 
achieved in 1973. This success was largely due to im- 
provements of technology and to more intensive cultiva- 
tion methods. 


Efforts have been made in recent years to increase 
fodder production and the areas under green fodder 


20 The area under high-yielding maize in Hungary amounted to 
250,000 hectares in 1973. Yields in the special project areas reached 
54.5 quintals per hectare. 

211n the Soviet Union, the average profitability of crops varies 
between a 2 per cent loss on sugar-beet and a 200 per cent profit 
on sunflower, Pravda, 7 December 1973. 

22 Potato prices were raised in Poland in 1973 as well as the prices 
of some technical crops such as tobacco, hops and poppy seed. 


TABLE 2.5 


East European and Soviet trade in cereals, 1970-1972 
(Thousand tons) 
Е ЕЕ eee eee 


Country and period Imports Exports Balance 

Bulgaria 

аи. Me, ee oa 518 467 —51 

1971 ge В за 208 572 + 364 

ТОО. иг. 30 599 + 569 
Czechoslovakia 

1970 oe et nee ae 1 443 55 —1 388 

с а 2 35 —2 087 

А м Nae. а ere 2079 55 —2 024 
German Democratic Republic 

1970 FS eee) ee ee 3) ahi! 4 —3 370 

а А, 2 860 10 —2 050 

OTD pee Nee age at arti ee ee 3 065 10 —3 055 
Hungary 

и т 225 865 +640 

O71 hee eee ae eee 832 166 —666 

Петя co НА, 498 468* —30 
Poland 

LOT Syd te eee ee eee 2 569 200 —2 369 

О лс 3 038 И —2 927 

2 и: аи. 3 050 160 —2 890 
Коташа 

О р Е: © 36 402 + 366 

Е aes te. 211 746 + 535 

О FAR А. 430 608 se 178 
Eastern Europe 

LOC ek ор Keene 8 165 1 993 —6 172 

CAN AA о о ня 9 271 1 640 —7 631 

VO PR SOP tae a hy. 9 152 1 900 —7 252 
Soviet Union 

ВА ee eit ep xe Oe Oe 2 882 6918 +4 086 

не Же 3 971 9 573 +5 602 

[PANE ak о А 12 940 4 382 —8 558 
Total area 

197 OF gre te ca Geet oe с 10 997 8911 —2 086 

ее Зо CARR По te ah 13 242 eh dibs) —2 029 

У Sear ee eee ens, iP 22 092 6282 —15 810 


Source; FAO Trade Yearbook, 1972. 


plants have expanded. In 1973, increases of green fodder 
production have been reported in Poland, Bulgaria and 
Romania. However, in other countries of the region, 
for instance in the German Democratic Republic, fodder 
output was seriously affected by the drought. Output and 
yields were considerably below the long-term average. 


Vegetable production in the Soviet Union made good 
progress in 1973, rising by almost 23 per cent. Increased 
attention is being paid to its development in view of 
the need to match supplies of fresh vegetables with rising 
demand. Vegetable production also expanded in Poland 
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and Romania. In Bulgaria, output of certain kinds 
of vegetables increased, while output of some others 
declined. In the German Democratic Republic, vegetable 
production declined by 15.7 per cent (in the first 8 months 
of the year it was 10 per cent above the level of the 
corresponding period of the previous year).” 


All the wine-growing countries reported in 1973 
exceptionally large grape harvests, particularly Hungary, 
Bulgaria and Romania, output increasing in Hungary 
by 21 per cent, in Romania by 49 per cent, and in Bulgaria 
by 52.6 per cent. Wine production increased in Romania 
by as much as 70 per cent in comparison with 1972, and 
the quality is reported to be good. 


ANIMAL PRODUCTION 


In 1973, animal output increased in all countries of the 
area for which information is available. The biggest 
rise was recorded in Poland (9.3 per cent), the third large 
increase of livestock production in succession. In the 
other countries, increases of animal output were less 
spectacular, but generally satisfactory (tables 2.1 and 2.6). 


In all countries, animal production in the past five 
years tended to grow faster than plant production and 
the share of animal output in total output increased. 
The faster than average growth of animal output is to 
be stressed as another stabilizing factor in agricultural 
production, livestock output being less influenced by 
weather conditions than crops. 


Livestock numbers continued to increase in all countries 
except Bulgaria, in spite of the decline in fodder pro- 
duction. Government policies were aimed everywhere at 
stabilizing animal stocks and at preventing depletions, 
even at the cost of increased fodder imports. 


The largest expansion of livestock took place in 
Poland. Cattle numbers increased by 6.5 per cent and 
the number of pigs by 13.8 per cent. In Hungary, the 
cattle herd increased by 2.0 per cent, but the number of 
pigs rose by as much as 16.8 per cent in spite of an 
epidemic of foot and mouth disease.2® Measures were 
taken by the Hungarian Government to encourage 
cattle-breeding,’® although the full impact is expected to 
be felt only in a few years. On the other hand, the 
expansion of the pig stock which took place in 1973 is 
a result of the incentives for pig-raising introduced in 
earlier years. 


23 Tn 1973, а special long-term programme was prepared destined 
to boost the cultivation of fruit and vegetables and to increase 
supplies of fruit and vegetables to the population. 


24 [п spite of the steady increases of animal Output In recent years, 
only Czechoslovakia, the German Democratic Republic and the 
Soviet Union have obtained, so far, a higher share of animal 
production than of plant production. In the other countries, plant 
production still represents the major part of agricultural output. 

25° According to the estimates made in the country, the disease 
represented a loss of about 4 billion forints to total animal pro- 
duction. 


26 Ba : 
*° The procurement price for cattle assures а 15 


per cent profit 
to producers. 


Trying to encourage a faster increase of livestock | 
output, the Bulgarian Government introduced in 1973 


a series of measures destined to improve incentives for 
animal breeding, both in the socialist and private-plot 
sectors. In order to stabilize livestock numbers, parti- 
cularly pig numbers (which declined in 1973), dispositions 
were taken for increased amounts of feedstuffs to be 
provided to the farmers against delivery agreements for 
slaughtering animals. In 1974, the Central Co-operative 
Alliance is to supply 250,000 tons of grain to private 
plot holders to allow them to increase meat production. 
The Government has also decided to increase premia for 
deliveries of animals for slaughter. Credit facilities 
will be extended to farmers—both collective and private 
plot holders—allowing them to purchase breeding stock, 
construction materials, mechanized equipment, etc. 


Meat output increased in 1973 in the six east European 
countries by 6.3 per cent on average but declined by 
1 per cent in the Soviet Union. The highest growth of 
meat output took place in Poland?’ and Romania. 
Meat production also increased in the German Demo- 
cratic Republic and Czechoslovakia. In Bulgaria it 
remained at last year’s level, while it declined in Hungary. 


Hungary, Bulgaria and to a lesser extent Romania and 
the German Democratic Republic have been net meat 
exporters in recent years. The Soviet Union, Czecho- 
slovakia, and lately also Poland, have been net meat 
importers (see table 2.7). In the latter country, meat 
consumption per head increased from 53 kg in 1970 to 
59.3 kg in 1972 and to 62 kg in 1973. Although the 
five-year-plan target of meat output was practically met, 


home production was insufficient to cover consumers’ | 


demand since incomes grew at a faster rate than envisaged 
in the plan. Information on State procurements of major 
crop and animal products is contained in table 2.8. 


CAPITAL INVESTMENT AND MATERIAL INPUTS 


New investment efforts in the agricultural sector were 
made by all countries of the area in 1973. In the Soviet 
Union, total capital outlays in agriculture increased by 
8.0 per cent, which was a higher rate than the one foreseen 
by the plan. In 1971 and 1972, however, the rate of 
growth of agricultural investment has been even more 
important (11.7 and 9.1 per cent respectively). In Czecho- 
slovakia the volume of investment in agriculture increased 
by 6.2 per cent, and in Poland by 15.7 per cent. In 
Romania, there was a slight decline. In the German 
Democratic Republic, investment in the agricultural 
sector amounted to 4,420 million marks, having increased 
by 2.4 per cent: in the first three years of the current five- 
year plan, 13,124 million marks were invested in agri- 
culture. This sum represents about 49 per cent of the 
five-year planned total, which seems to indicate that total 
outlays have been lagging behind the planned provisions. 
The average share of agriculture in total investment 
outlays of the German Democratic Republic was 12.6 

=) Gal Poland, purchasing prices were raised of prime quality beef 
(cattle weighing over 350 kg), of calves weighing over 80 kg, of 


slaughter horses and of ducks. Prices of sheep hides and wool were 
also raised, 
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TABLE 2.7 


Imports and exports of meat in eastern Europe and the Soviet Union, 
1970-1972 


(Thousand tons) 


———— , 


Country and period Imports Exports Balance 

Bulgaria 

OT OMe 8 ee, eet 16.1 43.5 27.4 

NOT Terie toon meee Ga es 15.0 52.2 37.2 

О р ль, 115522 56.1 40.9 
Czechoslovakia 

SOMME aS oe yey 125.0 14.9 —110.1 

OVA ое meee 161.5 19.0 —142.5 

1972 141.3 19.0 —122.3 
German Democratic Republic 

1970 13.0 20.0* 7.0 

1971 14.0 22.0* 8.0 

NST 2 Aen ee Moms, О 14.0 22.0% 8.0 
Hungary 

1970 Sel 101.9 44.2 

1971 127 137.5 124.8 

1972 12.8 133.2 120.4 
Poland 

ISO. Ss Ai ame 42.8 54.7 11.9 

1971 150.4 72.1 — 78.3 

1972 78.4 68.6 —9.8 
Котата 

NSF) OMe apa feo) sits 0.5 22.0 2:5 

(ORAL A Weer. не 3.8 10.4 6.6 

О eee ea 4.0 10.0 6.0 
Eastern Europe 

1970 255.1 257.0 1.9 

1971 357.4 В 2 —44.2 

1972 265.7 308.9 43.2 
Soviet Union 

1970 О 142.9 47.2 —95.7 

Ol en ety, cee Gs 202.3 22.4 —179.9 

OX. erin a eee 85.0 48.5 — 36.5 
Total area 

1970 398.0 304.2 -93.8 

1971 559.7 335.6 —224.1 

1972 350.7 357.4 6.7 


Source: FAO Trade Yearbook, 1972. 


per cent in 1971-1973, instead of 15.2 per cent foreseen by 
the five-year plan. 


The share of agricultural investment in total capital 
outlays varied considerably by countries in 1973. In 


Czechoslovakia it amounted to about 10.5 per cent, in 
the German Democratic Republic to 11.9 per cent, in 
Poland and Hungary to approximately 16 and 19 per 
cent respectively, and in the Soviet Union to 26 per cent. 


Particular attention has been paid in the Soviet Union 
to land reclamation in recent years (see table 2.2). In 
1973, about one-fifth of total agricultural investment was 
earmarked for melioration and irrigation. In comparison 
with 1972 investment for land reclamation increased by 
15 per cent: 


In 1973, deliveries of agricultural machinery increased 
in all countries for which information is available (see 
table 2.10). Tractor deliveries in Hungary increased by 
7.3 per cent and in Poland by 3.4 per cent. In the German 
Democratic Republic, supplies of tractors increased by as 
much as 50.8 per cent compared with the 1972 level, 
which, however, was considerably lower than the previous 
years’ average. Tractor deliveries in the Soviet Union 
rose by 2.9 per cent and deliveries of motor-trucks by 
20 per cent, whereas deliveries of grain combines declined 
slightly. Grain combine supplies increased at a high 
rate in Poland (37.7 per cent) and in the German Demo- 
cratic Republic (23.8 per cent). Grain combine deliveries 
in Hungary rose by 8.1 per cent. 


Fertilizer application is reported to have risen by 33.6 
per cent in Romania, by 8.5 per cent in the German 
Democratic Republic and by approximately 5 per cent in 
Poland. Fertilizer application per hectare of agricultural 
land increased by 17.5 per cent in Hungary and 3.5 per 
cent in Czechoslovakia. In Bulgaria, fertilizer deliveries 
were somewhat lower than in the previous year. The 
problems of mechanization and of a wider use of chemical 
products in agriculture became the centre of particular 
attention in Bulgaria in the course of the year. Measures 
were taken by the authorities in November 1973 aimed 
at speeding up technological progress in the agricultural 
sector, at increasing soil reclamation, intensifying bio- 
logical research, as well as at reorganizing the institutional 
framework of agriculture.?® 


The majority of east European governments have 
followed, in recent years, deliberate policies directed 
towards a rapid increase of agricultural output, by 
stepping up investment in agriculture and by creating 
various price incentives. The aim of these policies was 
to achieve a greater degree of self-sufficiency in food-stuffs 
in the case of some countries, and to boost food exports 
in the case of other countries, while having to satisfy 
constantly rising home demand. One of the results of 
this policy was a change in price relations between the 
domestic, agricultural and non-agricultural sectors, 
which improved the relative income position of farmers 
vis-a-vis other strata of population. The effect was 
further reinforced by the relative improvement of 
farmers’ average incomes, resulting from the fact that 
an increasing volume of agricultural production was being 
achieved by a gradually shrinking labour force. 


28 Rabotnichesko delo, 3 December 1973. 
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TABLE 2.9 


Investments in Soviet agriculture 
(In millions of roubles) 


a ee ee 


Direct investment in 


Capital outlays agriculture Productive investment 
Period : Machinery 
Collective Collective Construc- and 
Total State farms Total State farms Total tion works equipment 
ee SSS А 
НОНО a o 5 oo 16 400 ee Lis 14 905 9 023 5882 11900 es Si 
197 eet tt ad: Ske 21900 13 900 8000 19760 12565 7195 16417 11711 4 706 
[SD Pee tem 23900 15 200 8700921 6313859 7742 18095 12980 5 115 
Ра ОЗ те. 25400 16400 9 000 м Ls af ne = te 
о о ce carole 25 800 16400 9 400 
Plane 9742 ов о 27900 18 400 9 500 
197119 73 ees eae es 23900 15 200 8 700 
Ра. в. ba 16 440 


_ ыы Ы—8щЩщЩщШ8—к—8— 


Sources: national statistics, plans and plan-fulfilment reports, 


TABLE 2.10 


Stocks and deliveries of farm machinery and chemical fertilizers 
(Machines in thousands, fertilizers in thousand tons) 


Stocks Deliveries Fertilizer supplies 
Tractors Tractors 
Physical Grain Motor Physical Grain Motor Keglha. of 
Country and period units 15 hip. combines trucks units combines trucks Total arable land 
Bulgaria 
ПОС) 5 5 . 6 ma a a ec 5 53.6 93.7 9.3 Ne 3.47 as sie 639 159 
ыы <c 5559 99.4 9.5 m8 4.78 oe ie 636 158 
OTD er ee ме Be 110 9 о 6.45 ыы ae 646 268 
ао oa eo a 633 
Czechoslovakia 
к teen, trast ape Fat ts Sani 136 213 16.4 ens 8.33 1.50 ao 1 188 а 168.65 
LOM ла ес 138 223 ТАЙ ne 9.22 1.78 5: 12824 182.45 
В Vids ee eae, Oe. 139 236 18.2 Ae 10.41 1.38 os P3734 195.55 
О ee о Aaah oe iG ore : ae oe за Ms ae Ne Ar a 202.35 
ОТ С 2. 4 (Se, с e x а a re 3 “i x 210.65 
German Democratic Republic ¢ 
NSH о voles ot ceo ша 148.9 Е 17.9 27.2 11.40 1.78 we ИЗ 319 
Me о ое И рол. ЗИ ой 15.9 28.2 8.46 №53 то 1 601 332 
| ST ag: ae о А 146.4 5% 14.5 29.7 6.30 1.01 1.07 1618 334 
О но ох © 1433 ae 12.0 32.4 9.49 125 1.40 1 755 361 
Jere ОИ пы о обоев ts Bet oe or 10,37 35 2.22 4 
Hungary 
OVOP ree a Loe, ae ИЕ 68.9 113 11.8 LS: 9.43 ЦЕ За 837 150 
с ме 68.2 117 12.6 17.8 8.79 2.01 ar 954 171 
RO ORME Beier. ohn rcs Al Sard es 66.0 118 12.9 18.4 6.06 1.48 = 1017 183 
OFS Ste И ао, Ва 65 119 a 19 6.50 1.60 ve 1 190 215 
Poland 
HKU ogo EMR Waste eae cela, ok OPIS 279 14.0 27.18 2.01 x 2 416 162 
и а «tke a aS 320 15.7 32.84 1.99 о Die 172 
ne SED (Ok А ie eer ee 279 363 ТИ 38.69 1.67 we 2 887 196 
40 2.30 3 030* 
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TABLE 2.10 (continued) 


Stocks and deliveries of farm machinery and chemical fertilizers 
(Machines in thousands, fertilizers in thousand tons) 


ee a a rer en eee 


Stocks Deliveries Fertilizer supplies 
Tractors Tractors 
р Physical Grai м i р 
Country and period units 15 hip. Combines wee Eee path pe ee Total ree ed 
Romania 
1970 107.3 184.8 5.90 594 62 
1971 114.2 198.6 7.06 633 69 
en 115.6 204.0 8.94 ey oa 639 67 
a Se и es 7.50 2.60 854 
Plan 1974 115.6 11.25 14.35 4.00 1 348 
Soviet Union d d 
an 1977 4 343 623 1 136 309.30 97.05 156.6 45 649 207.1 
oo . 2046 4 531 639 1 168 Bisel? 99.05 169.4 50 547 226.1 
ee nteeP an Ul 656 182932 312.82 92.81 187.5 54 795 243.9 
- Г г 322.00 82.00 225.0 58 000 
ап г 350.70 250.2 64 600 
Byelorussian SSR 
RT OMICS Re. a: gs Sg vem Bos 82 ae 25 929 160.2 
LOE so. ee oe 85 ne 27 984 169.4 
RO omer к Oe 91 о 29 1025 176.2 
Ukrainian SSR 
1970 Sil, 81 265 45.7 9.8 25.0 2165 65.6 
1971 : о НИИ eee PAS, ais 84 DS 47.0 10.0 29.9 2 436 ИЗ 
ICED LONG я cee ИЯ 341 Ae 82 279 46.9 8.6 28.0 2 677 79.9 


Sources: national statistics, СМЕА Statistical Yearbook 1972, plans and plan- 
fulfilment reports. 


а Refers to agricultural year. 
6 Kg per hectare of agricultural land. 
с State and co-operative sector, including food-processing industry. 


(ii) Industry 


In the Soviet Union and in most of the east European 
countries, the rate of industrial expansion accelerated 
between 1972 and 1973. In the area as a whole, industrial 
production rose by an estimated 8 per cent, which is 
nearer to the historical trend than the rates in the two 
preceding years. The growth of labour productivity was 
also somewhat faster, employment having risen at an 
only slightly faster rate than in 1972. 


The pattern of growth in output and productivity by 
countries is set out in table 2.11. Growth was faster than 
in 1972 in all countries except for Albania and Czecho- 
slovakia, where the rate remained unchanged. The 
index for eastern Europe (excluding the Soviet Union) 
showed an improvement from 8.4 to 9.6 per cent which 
was well above the historical trend. All countries except 
Albania were able to meet or exceed their annual pro- 
duction target; the Soviet Union and Poland exceeded 
their targets by a large margin. 


Changes in the growth rates of major industrial 
branches are shown in table 2.14. Faster growth of 
over-all industrial production was due, in most cases, to 


d Gross weight. Data in pure nutrient content for previous years: 


Fertilizer supplies 
(Thousand tons) 


Total kg/ha of arable land 
OGG 7 Oke ое oy ter tes 10 368 47.0 
оо 11451 51.4 
И око о poe Oe Be O 12 530 55.9 


an upswing in the growth rate of engineering, chemicals’ 
the light industry and, to a lesser extent, of the food 
industry. Опа weighted basis, the growth of engineering 
accelerated from a rate of 10.7 per cent to one of 12.1 per 
cent, the speed-up being greater in the east European 
countries as a group than in the Soviet Union. The 
situation was similar in the chemicals industry, light 
industry and the food industry, except that in the case 
of the latter it was the Soviet Union which accounted 
for the gain. The results were less satisfactory in energy 
and fuel, output of which rose in most cases at a slower 
rate than in 1972. 

Changes in the production of key commodities are 
shown in the appendix table. In a number of basic 
materials, growth in 1973 tended to be slower than in 
1972. This was true for electricity, coal, mineral fertilizers, 
plastics and resins. The growth of output of petroleum 
in the Soviet Union, and of natural gas in general, was 
faster, while in steel trends were mixed. 


Increasing efficiency and an acceleration of scientific 
and technical progress continued to be the main objectives 
of industrial policy in the area. A new approach is 
increasingly being adopted towards imports of licences 
and know-how as a means of contributing to this process 
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TABLE 2.11 


Global output (A), Employment (B) and Output per man (C) in industry 
зада 
Annual percentage changes 


1971-1975 
Average 1973 1973 1974 
Country and indicator 1966-1970 1971 1972 Plan @ actual Plan Plan 


Albania 

А 12.9 les 9.5 10.4 9.4 7.6 10.3 

Вит 10.5 4.0 Г. 3.8 5.0 

С я Ve о 5.0 
Bulgaria 

А с 10.9 9.0 8.3 9.9 10.6 11.0 9.6 

Вотье 3.9 3.6 2.0 a 2.4 1.0 1.8 

COR ere a 6.7 a 6.2 у 8.0 У. 5 7.6 
Czechoslovakia 

Ata ees 3 6.8 6.7 6.8 5.75 6.8 5.8 5 6.0 

р о ih? 0.1 5 0.95 0.5 

(В с пы 555) 6.6 ee 4.85 5.4 
German Democratic 

Republic 

А 6.5 5.6 6.3 6.5 6.8 6.7 6.0 

Bis fa Со 0.3 0.2 0.1 0.8 —0.2 

Ce a eae 6.2 55 6.2 Sei) 6.2 
Hungary 

A ot Cen 6.2 7.0 5.0 5.5-6 ae 5.5-6.0 9 

о waa 2.5 —0.3 —0.8 — Weg 0.5 1.5 

ий 3.8 7.0 5.8 5.5-6 5.8 5-5.5 4 
Poland 

AD р es 8.4 8.3 10.7 9.74 11.6 11.194 8.5 

ОУ Be Sul 4.0 3.2 29 

о 4.9 5.0 6.4 8.1 5.4 
Котата 

м ee ome 11.8 В Я 14.7 14.7 16.7 11.5 

Ре. 4.2 6.6 SES) 6.5 sles 4.0 

CR. т. Heo 4.8 5.9 4.0-7.7 9.1 She 
Eastern Europe © 

APs cat nt ee 8.0 7.7 8.4 8.6 9.6 9.5 7:7 

ВИ eee: Deo Dea 2.0 23 iow, 

Gee ey eee 5.4 53 6.3 Gal 5.9 
Soviet Union 

Avot es ое 8.5 thea 5.8 7.4 6.8 8.0 

ВН 2.8 1.4 1.2 0.8 ель ill 1.1 

Oper ae 515) 6.2 5.0 6.0 5.6 6.8 
Byelorussian SSR 

A ae eee 12.4 11.8 97 9 10.2 8.0 9.6 

Ре в 3 3:2 1.6 2.5 1.4 

Gen eae ae 6.8 8 6.3 6.2 des 6.5 
Ukrainian SSR 

YY lata g ey eRe: 8.3 6.9 6.3 5.4 aS 7.0 7.4 

Вы. Sch 1.6 1.4 1.4 

я ae 5.0 5.9 4.8 5.0 6.0 
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TABLE 2.11 (continued) 


Global output (A), Employment (B) and Output per man (C) in industry 


SS SS 


Annual percentage changes 


ee OE Sie ee 


1973 1973 


A ” 
Couniry and indicator 1 966.1970 1971 1972 Plana actual vs т. ie 
Eastern Europe and 
Soviet Union 
Ata, gh. 1 Serre: 8.4 tell 7.0 6.6 8.0 7.6 Wee) 
Bi ele a cae: 1 Ney 1.4 0:5 13 
Ch el ie. 5.6 5.9 Э.5 6.4 6.5 


Sources; national statistics, СМЕА Yearbook 1972, plans and plan-fulfilment reports. 


Note.— Except where otherwise indicated, output data refer to i i i 
: Г ’ gross production. The data cover total industry in 
Czechoslovakia, the German Democratic Republic and the Soviet Union and the State and co-operative industry in the 
other countries. Productivity figures are generally derived from output and employment data. 
а Targets set in original plans. The figures shown in the table may differ from those implied in the reported data on the 
actual change during the year and the percentage of plan fulfilment, either because of plan modifications or because of 
differences in the base. Original plan figures are usually related to preliminary estimates of the base year: plan-fulfilment 


reports, as a rule, relate to the final returns of the base year. 


6 Centrally planned industry. 
¢ Commodity production. 
d Sales. 


е For the method of weighting output and weights used see Economic Survey of Europe in 1971, part II, chapter 2, page 


67, footnote d. 


Also, the link between industrial growth and improve- 
ment of living standards is being increasingly stressed. 
Higher labour productivity is to be achieved while 
making more intensive use of fixed assets and increasing 
emphasis is being put on the saving of raw material 
resources. Further improvements in the system of 
planning and management were undertaken, the most 
important ones being in the Soviet Union and Poland. 


In addition to these common features, there were of 
course some specific issues varying from country to 
country. The situation in the industrial labour market 
was one of these. In Czechoslovakia and the German 
Democratic Republic, a better utilization of the labour 
force within enterprises and intra-industry shifts in the 
employment structure assume a key position in the 
fulfilment of planned output targets. It was reported for 
instance that in Czechoslovakia measures adopted in the 
field of better utilization of the existing labour force 
contributed one-third of the “total effect that has been 
gained in the complex of rationalization activity”. In 
the German Democratic Republic, apart from some 
limited efforts to attract foreign labour,” special measures 
have been taken to re-direct the available labour force 
into priority branches (energy, chemicals, glass and 
electrical engineering). In Hungary, industrial employ- 
ment, after having declined in the two preceding years, 
rose by 1.3 per cent in 1973, the effect partly of increased 
incentives to postpone retirements. A similar growth 
of industrial employment was registered in the Soviet 
Union, where labour is scarce in some regions but 
relatively abundant in others. In Poland, for the first 
time, the demand for female Jabour was higher than the 
number looking for jobs; and scarcity of male labour in 


29 Around 100,000 workers from other east European countries 
are presently employed in the German Democratic Republic, of 
which 50,000 are Poles and 20,000 Hungarians. 


some industrial regions became more acute. By contrast 
in Romania there was no evidence of any bottlenecks in 
labour supply. 


THE SovieT UNION 


In 1973, Soviet industry recovered some of the mo- 
mentum lost in the two preceding years, production 
rising by 7.4 per cent. The recovery began after the first 
quarter but it was particularly marked in the second 
part of the year when the growth rate was not only 
faster than in the corresponding period of 1972 but also 
exceeded the comparable 1971 figure: 


Soviet industrial production, by quarters 


(Percentage change over the corresponding period of the preceding year) 


I II Ш IV 
Average 1966-19704. 8.6 8.6 8.2 8.2 
1971 tee 8.6 8.4 7.6 6.6 
(Rie nk, к HAO) 6.6 6.5 5.9 
1973 и Shae 6.4 7.6 1.9 deal 


a Arithmetic average. 


Although the yearly gain was significantly greater than 
envisaged in the annual plan, it still fell short of the 
five-year target for 1973. The average growth rate in the 
past three years was 7.2 per cent against an originally 
planned 7.6 per cent. The position with respect to the 
long-term production target appears even weaker when 
viewed against the upswing in the growth rate originally 
envisaged to take place in the final two years of the plan 
period. Growth in the years 1974 and 1975 was to 
average 8.7 per cent; a considerable effort will be required 
to prevent the lag which has developed from becoming 
even greater. 
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As the growth of employment changed little, changes in 
labour productivity were in line with changes in output. 
In 1973, output per man rose by 6 per cent—from 5.2 per 
cent in the preceding year and against 5 per cent envisaged 
in the annual plan. However, when the tasks set forth 
in the five-year plan are taken as a standard for com- 
parison, the results appear less satisfactory. In 1971-1973, 
growth has averaged 5.8 per cent against 6.3 per cent in 
the plan; an acceleration to 8.3 per cent will be needed 
in order for the plan to be fulfilled. 


Industrial profits went up by 12 per cent against 9 per 
cent in the preceding year. This is a notable result as 
the improvement was greater than in production, and the 
gain nearly as high as anticipated in the five-year pro- 
gramme. 


As reported in the 1972 SURVEY, one of the factors 
in the scaling down of the 1973 target was the poor 
1972 harvest. The planned growth of consumer-goods 
output, which was to slow down from the already modest 
rate of 5.7 per cent to 4.5 per cent, was particularly 
affected, while the growth of producer-goods output was 
to slow down from 6.8 to 6.3 per cent. In the event, the 
acceleration of the growth rate was almost entirely 
concentrated on the producer-goods sector, output of 
which rose by 8.2 per cent (table 2.12). The growth of 
the consumer-goods sector (5.9 per cent), although also 
faster than planned, was about the same as in the pre- 
ceding year. The ensuing growth proportion, although 
in line with the annual plan, has been rather unfavourable 
and a major change is foreseen for 1974. 


Practically all branches increased output at higher 
rates than in 1972, the acceleration being most pro- 
nounced in chemicals and food processing. Output of 
electricity rose by 6.8 per cent, production reaching 
915 billion kWh. However, the gap between the growth of 
output of electric power and of generating capacity 
continued to widen as capacity rose by 5.9 per cent.*° 
Coal output rose by 2.0 per cent,*! oil by 7.1 per cent 
and natural gas by 7.0 per cent, the former figure being 
about the same and the latter two somewhat higher 
than the corresponding figures for the preceding year.* 
Output of metallurgy increased by 6 per cent, the same 


30 According to the five-year plan, output was to rise at a rate of 
7.6 per cent and capacity at a rate of 7.0 per cent. In the past three 
years, output rose at a rate of 7.2 per cent and capacity at a rate of 
5.9 per cent. In 1973, the pride of Soviet hydro-energy construction 
—Krasnoyarskaya Hydro-power Station—with a capacity of 
6,000 MW (12 turbines of 500 MW) was reported to be completed, 
yielding 21.5 billion kWh. There is no information available on new 
capacity of atomic power stations. According to the five-year plan 
directives, the latter was to account for 12 per cent of the planned 
new power station capacities (some 66,000 MW), representing an 
increase from 920 MW to some 8,800 MW. Between 1970 and 
1972, output of atomic power stations rose by 2.2 times (from 3.5 
to 7.7 billion kWh). The 1973 Plan provided for an increase of 
52 per cent and the 1974 Plan envisages a rise of 38 per cent. 


31 Mention should be made of a special resolution taken by the 
CPSU Central Committee to speed up the reconstruction and 
modernization of the coal industry. 


ue Some more information on the development of the fuel industry 
is provided in the note at the end of this section on the energy 
situation. | 
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rate as in the previous year. Improvements in quality 
and variety of products were reported, particularly of 
rolled steel products. However, supplies remained tight 
and it was reported that demand was not fully met. 


The growth of the chemicals industry accelerated from 
9 to 11 per cent. The production of fertilizers grew by 
9 per cent and reached 17.4 million tons (in terms of 
pure content). Output of plastics and synthetic resins 
rose by 14 per cent and chemical fibres by 11 per cent. 


The engineering and metal-working industry increased 
output by 12 per cent. As in the preceding year, few 
changes took place in the profile of growth of the various 
sub-branches as the figures in the text-table below indicate. 
However, in a more detailed breakdown, important 
changes are visible, notably a continued acceleration in 
output equipment for the light industry and automation 
systems. Output of computer technology, after expanding 
by 38 per cent in 1972, rose by a further 33 per cent in 
1973. Output of passenger-cars rose by 26 per cent, 
reaching 917 thousand units.” In consumer appliances 
performance was sluggish; output of vacuum cleaners 
went up 23 per cent but otherwise gains were modest, 
whereas output of some important products declined.™* 
Altogether, output for the consumer market must have 
risen at a rate which was below that of total engineering 
output, although as fast as in the preceding year.® 


The growth rate of light industry went up from 
3 to 4 per cent. While much attention was paid to im- 
proving the quality and assortment, progress was con- 
sidered to be inadequate.*® The food industry increased 
its growth rate from 3 to 5 per cent. Output of butter 
increased by 15 per cent, whole milk products by 6 per 
cent, sugar by 20 per cent. On the other hand, output 
of vegetable oil declined by 6 per cent and of industrial 
meat by 5 per cent. 


Good results were reported regarding the introduction 
of new technology,?’? improvement in quality ** and 


33 A high proportion of this output is exported. In 1972, exports 
amounted to 194.9 thousand units out of a production of 730.1 
thousand units. By the end of December 1973, construction of the 
Togliatti factory on the Volga was completed. The total capacity 
of 660,000 ‘‘Zhiguli’’ vehicles per year will be reached in July 1974. 

34 Ремег radios and washing machines were produced than in 
1972. Output of television sets went up by 5 per cent, refrigerators 
by 8 per cent and motor-cycles by 4 per cent. 


; 35° Output of “cultural and amenity goods’’, a category which 
includes, in addition to products of the engineering industry, 
furniture and other household articles, rose by 10 per cent, the same 
rate as in 1972. 


о Mention should be made of а resolution of the CPSU Central 
Committee introducing measures to improve the work of light 
industry. 

37 About 4,000 models of new types of machines, equipment, 
apparatus and instruments were set up and serial production of 
more than 3,700 new items started; 1,500 items of out-dated 
machinery, equipment, apparatus and instruments were withdrawn 
from production; 150,000 units of productive equipment were 
modernized; in various enterprises 9,400 mechanical conveyor belts 
and about 2,000 automatic lines were set up; 5,000 workshops and 
production units were transferred to complex mechanization and 
automation. 423 automated management systems were put into 
service. 


38 The State mark of quality was awarded to 8,300 articles, raising 
the total to 13,800. 


Soviet Union: engineering and metal-working industry 


(Percentage change from Preceding year) 


OUTPUT BY MINISTERIAL DEPARTMENTS 
eee 


Heavy industry, power and transport, machine- 


building 


Construction, road-building and civil engineering . 


Chemicals and petroleum machine-building 
Metai-tool and tool industry 
Motor-vehicle industry ве 
Tractor and farm machine-building . 


Machine-building for light industry, food Е 


and household appliances a 
Electrical equipment industry ... . 


Instrument-making, means of automation and 


control systems 


1973 
1971 1972 Output Productivity 
7 й 7 6 
10 10 9 8 
10 9 9 8 
10 10 ЦИ 8 
16 14 13 10 
9 9 12 9 
9 9 12 10 
8 8 9 
20 18 18 12 


a 


OUTPUT OF SELECTED CATEGORIES OF PRODUCTS 


@hemical"plants’ . =... : 
Equipment for light industry 
Equipment for processing 
Automation systems 
Computers and parts 
Metal-cutting machines 
Forging and pressing machines 


1971 1972 1973 
13.8 8.0 И 
6S 9.6 11 
26) 9.9 6 
10.1 13.3 14 
23.8 38.1 33 
Te 8.4 10 
11.0 8.8 12 


raising the techno-economic indicators of production.® 
The range of goods put out was widened and withdrawal 
of obsolete lines accelerated. 


A reorganization of the industrial management (to be 
completed by the end of 1975) was decreed in 1973 and 
this is expected to have a far-reaching effect on the future 
development of the country. The reform aims at simplify- 
ing the management structure and the vesting of major 
decision-making powers to “middle level’ management. 
The multi-patterned chain of subordination is to be 
replaced by a relatively simple “two-level”, “three-level” 
and in some cases “four-level” system. The key role in 
the new set up is to be played by specially created “‘all- 
union associations”, or ‘“‘republican associations”’. 
These are to take over some of the rights and respon- 
sibilities of enterprises, as well as some of those currently 
exercised by the central administration. The process of 


39 “Specific”? fuel consumption at electric power stations was 
reported to have been reduced by 1.7 per cent (from 354 to 348 
grammes in coal equivalent per kWh), and the utilization of blast 
furnace capacity increased by 1.2 per cent. Coal mines increased 
their daily output per sloping face by 8 per cent. In the cement 
industry, the hourly productivity of revolving kilns went up by 
4 per cent and that of mills by 2 per cent. In the textiles industry, 
the productivity of spinning and weaving machinery was reported 
to have increased especially fast. 


amalgamation of enterprises is to be speeded up so that 
eventually ‘“‘production associations” will become the 
basic operative ип. These units will in some cases be 
responsible directly either to the all-union (union- 
republic) or to republican ministries (two-level scheme). 
But more often than not they will be subordinated either 
to ‘‘all-union” or “republican” associations (‘‘three- 
level” or “four-level” schemes).” 

A clear-cut delineation of the rights and responsibilities 
of what will now form the operating units (enterprises 


40 There are at present 1,100 amalgamations containing 3,700 
enterprises and 4,500 plants; they account for 12 per cent of 
industrial sales. 

41 The ‘“‘three-level’’ scheme will be the most prevalent. In this 
system ‘‘production associations’? combines or enterprises are 
subordinated to either ‘‘all-union’’ or ‘‘republican’’ associations 
which, in turn, are subordinated to either all-union (eventually 
union-republic) or republican ministries. Variants here are cases 
where “‘production associations’, ““combines’’ or “‘enterprises’’ are 
directly subordinated to republican ministries which, in turn, are 
subordinated to all-union (union republic) ministries and cases 
where “production associations’, combines and enterprises are 
subordinated to regional (autonomous) administrations which, in 
turn, are responsible to republican ministries. In the “four-level’’ 
scheme (to be applied only in rare cases) ‘‘production associations”’ 
are to be subordinated to a “republican association’’, responsible 
to a republican ministry, which in turn is to co-operate with a 
union-republic ministry of the Soviet Union. 


“combines” and “production associations”) is still to 
be worked out. These units will apparently lose most of 
the prerogatives given to enterprises by the 1965 reforms, 
although they will retain them until a new statute is 
confirmed.2 A condition laid down (equally valid for 
“all-union” and “republican” associations) is that 
“existing administrative boundaries and departmental 
subordination of enterprises should not serve as an 
obstacle to the creation of the new units”. Present 
administrative structures often create artificial barriers 
among enterprises and these are to be broken down by 
creating larger units. Apart from bringing decision- 
making closer to the production unit and thus providing 
greater flexibility in all fields of activity, the new system 
is to be instrumental in releasing administrative man- 
power. 


Industrial output in the Byelorussian SSR in 1973 
increased by 10.2 per cent, i.e. higher than planned (7.9 
per cent) and higher than in 1972 (9.7 per cent). Labour 
productivity increased by 7.5 per cent as against 6.2 per 
cent planned. Very high rates were registered in the 
chemicals and petro-chemical industry (27 per cent), 
the engineering and metal-working industry (15 per cent). 


In the Ukrainian SSR, industrial output grew by 
7.5 per cent as against 5.4 per cent planned and 6.3 per 
cent in 1972. Labour productivity increased by 6 per cent, 
i.e. more than planned (5 per cent). Higher rates were 
observed in the electric power industry (9 per cent), 
chemicals (11 per cent) and engineering (13 per cent), 
as well as in production of cultural and amenity goods 
(9 per cent). 


EAST EUROPEAN COUNTRIES 


In Albania, production, after growing in the period 
from 1966 to 1970 at an average rate of 12.9 per cent, 
rose by 11.5 per cent in 1971, by 9.5 per cent in 1972 
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and by 9.4 per cent in 1973. The Plan for 1974 being set 
at 7.6 per cent, it would need a very significant increase 
in the growth rate in 1975 for the five-year plan target to 
be achieved. 


A noteworthy feature of the present stage of Albanian 
development is the slow-down in the growth rate of 
industrial employment. There was a corresponding 
significant acceleration in the growth of labour pro- 
ductivity. Whereas throughout the 1960s the growth 
rate of industrial labour productivity was a modest 2.2 
per cent per year, in 1971 it was 7.2 per cent and it would 
appear that in 1972 and 1973 it was around 4 per cent. 
The Plan for 1974 foresees a growth rate of 3.7 per cent 
which, if realized, would put the average growth rate in 
the present quinquennium a little below the planned 
figure of 5 per cent. 


The shift in the employment/labour productivity 
growth relationship may well provide an indication that 
the initial take-off period of growth is over and that 
Albanian industry has entered a phase where efficiency 
and costs begin to count as important factors in industrial 
performance. As long as labour productivity was 
growing at a modest rate there was obviously little room 
for improvement of real wages, given the need to raise 
the rate of investment on the one hand, and to bring 
about some growth of peasant incomes on the other. 
In fact, it may have been the desire to increase real wages 
that prompted the curtailment of the growth of industrial 
employment, which in turn tended to slow-down the 
growth of output. 


Delays in bringing into operation new capacities may 
well have been another factor in the slow-down of the 
industrial growth rate. Indeed, from the little information 
available, such delays seem to have occurred in a number 
of branches that are important either for their role as 
domestic suppliers (electricity, cement) or as earners of 
foreign exchange (nickel and chromium). 


1970 1971 1972 1973 Plan Plana 
Electricity (billion kwh) 0.94 1.10 1.24 1.40 1.80 2.00 
Crude oil (million tons) 1.49 1.66 1.92 2.12 2.40 2.70 
Nickel ore (million tons) . . . 0.40 0.40 a 0.38 0.40 0.65 
Chromium ore (million tons) . 0.47 0.50 0.54 0.63 0.71 0.90 
Cement (million tons) . . . . 0.35 0.39 0.43 Ae a 1.00 
Copper (thousand tons) 5.6 9) 6.9 7.0 9.0 


а Five-year Plan. 


In Bulgaria the growth rate of industrial production 
rose from 8.3 per cent in 1972 to 10.6 per cent in 1973, 
the change reflecting about equally an acceleration in the 
growth of employment (from 2.0 to 2.4 per cent) and of 
labour productivity (from 6.2 to 8.0 per cent). The 
speed-up in the growth rate was concentrated in en- 


hice That is, of course, with the exception of “production associa- 
tions’? combines and enterprises which will not be subordinated to 
all-union or republican associations but will instead be directly 
accountable to ministries. | 


gineering, wood, light and the food industries. The 
energy, fuel and metallurgy industries grew at a much 
slower rate and all the remaining branches expanded at 
about the same rate as in 1972. 

For the first time in the post-war period, electricity 
output did not increase, coal output declined somewhat 
and oil imports and refining must have slowed down con- 
siderably, judging by the decline in the growth rate of the 
fuel industry from 29 to 8 per cent. Iron and steel output 
rose by some 8 per cent as compared with 14 per cent 


in 1972.— The gain mainly reflected improvements in 
product mix: in terms of volume, output of steel and 
rolled products did not change much. The growth rate 
of the engineering industry accelerated from 14 to 19 per 
cent due to buoyant exports—a rise of some 27 per cent 
(data for nine months). Production for investment rose 
at a slower rate than in the preceding year and it would 
seem that deliveries to the consumer market also rose 
‘more slowly. In chemicals, above average growth was 
registered for synthetic rubber (52 per cent) chemical 
fibres (28 per cent) and automobile tyres (22 per cent). 
The planned increase in output of fertilizers did not 
materialize: instead of rising by 29 per cent, production 
remained unchanged. 


According to a resolution adopted at the November 
1973 Party Plenum, a programme of reconstruction and 
modernization of the food industry is to be undertaken 
in the period 1974-1980. This will include shifts in the 
regional distribution of production capacity aiming at 
the fuller use of existing labour resources and the better 
utilization of agricultural supplies." 


In Czechoslovakia, gross industrial production rose 
by 6.8 per cent, evidently reflecting a much faster expan- 
sion of auxiliary production of non-industrial enterprises 
and of small-scale industrial establishments than of 
enterprises under central management. Centrally planned 
industry expanded production by 6.3 per cent, employ- 
ment rising 0.7 per cent and labour productivity 5.6 per 
cent. Industrial sales rose by 5.4 per cent. Sales to 
intermediate outlets rose slightly faster and sales to 
final outlets slower than in the preceding year; a much 
faster growth of deliveries for investment having been 
offset by a slower growth of deliveries to the consumer 
market and exports (table 2.13). 


Branchwise, the profile of growth was almost the same 
as in the preceding year, only electricity and fuel providing 
exceptions. Output of electric power rose by 4 per cent, 
dry weather restricting output of hydro-power plants and 
thermal plant capacity being insufficient to meet peak-load 
requirements. Production of coal declined by 3.9 per 
cent and, although no complete data are available on oil 
imports, it would appear that the growth of energy 
supplies hardly exceeded the 1 per cent increase registered 
in 1972.44 The chemicals industry remained in the van 
of industrial expansion with a growth of 9.5 per cent, 
closely followed by engineering with a growth of 8.3 per 
cent. 


43 Some steps in this direction were taken in 1973. It was reported 
that six industrial and agricultural! complexes have been united in 
the ‘“Bulgarska Zahar Corporation’’, pioneering the vertical 
integration of processing of vegetable and animal products. Beet 
is being planted around the country’s largest sugar factories. To 
utilize waste products, cattle farms are being set up nearby. 
Mechanization of all processes from beet cultivation to production 
of sweets is being envisaged. 

44]п 1972, coal output remained practically unchanged and 
imports of oil and oil products from the Soviet Union rose by 8.9 per 
cent. According to the 1974 Plan, imports of oil and oil products 
from the Soviet Union will amount to 14 million tons, representing 
an 8.9 per cent increase over 1972. Since it may be assumed that 
the 1974 figure represents some advance over that of 1973, the 
increase in oil supplies in 1973 could not have exceeded that of 1972. 


In 1973, a decision was taken to overhaul the wholesale 
price system, the new prices taking effect from 1 January 
1976. The reform aims, among other things, at reducing 
profit margins, and at aligning prices more closely 
with costs which in certain cases will eliminate the need 
for budgetary subsidies. It was reported that at present, 
due partly to the disproportions introduced by the 1967 
price reform and partly to the price freeze in effect since 
1969 on most products, differences in profitability 
(profits as a proportion of costs) are very large. The 
average level of industrial wholesale prices is to be 
reduced by 10 per cent with the greatest declines taking 
place in engineering, construction materials and light 
industries. The new prices will imply an average ratio 
of profits to the value of fixed assets and inventories of 
7.5 per cent, with significant differentiation by branches.** 


In the German Democratic Republic the industrial growth 
rate went up to 6.8 per cent in 1973, after accelerating 
from 5.6 per cent in 1971 to 6.3 per cent in 1972. Com- 
menting on the performance during the past two years, 
it was officially stated in effect that by succeeding in 
improving general economic proportions not only was 
the process of consolidation, begun in 1971, completed 
but the groundwork laid for a sustained and speedier 
rate of industrial expansion.’ 


Output of electricity increased by 5.6 per cent, which 
was faster than planned, capacity rising by 5.8 per cent. 
Natural gas output apparently rose to some 7 billion шт? 
as planned, whereas the volume of crude oil processed 
rose by some 14 per cent to 14.5 million tons, also in 
accordance with the plan. However, the plan for brown 
coal output was not fulfilled. Production was 246 million 
tons, somewhat less than in 1972. 


The situation in the supply of manufacturing parts 
eased markedly during the year. Output increased 
satisfactorily due to additions to the labour force and to 
the commissioning of new plants. But some products 
remained in short supply and in 1974 attention will again 
be focused оп this area.*® 


45 Jt was stated that the 1967 price reform went too far in raising 
the price level (an average increase of 29 per cent instead of an 
envisaged 19 per cent) and that altogether the increase in the level 
of industrial wholesale prices was as much as 36 per cent between 
1967 and 1969. 
46 ]{ is envisaged that profits as per cent of fixed assets and 
inventories will be as follows: 
Mining-total 
Coal and gas 
Oiler area ВЫ e One ee 


Chemicals and rubber 
Engineering 
Clothing . 

Other 


5 
5 
8 
Metallungy ere о 5 
8 
8 


Source: Ekonomitcheskaya gazeta, Мо. 37, 6 September 1973. 


47 According to newly-announced long-term development 
prospectives, industry is to grow at an average rate of 7.2-7.5 per cent 
in the period 1971-1990, as compared with the planned 6.0 per cent 
rate in the period 1971-1975. 

48 The output of various intermediate engineering products is to 
go up by 8 per cent, while the over-all growth of this branch is 
scheduled at 6.3 per cent. 
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TABLE 2.12 


Growth of producer- and consumer-goods output 
(Annual percentage changes) 


Average 


Country 1966-1970 1971 


1973 


1970-1975 
actual Si 


1972 lan 


а cease р 


Albania 
Producer goods .... .- 15.8 
Consumer goods... . - 9.6 
ВАНО Gee are 0.61 
Bulgaria 
Producer goods HHL) 11.8 
Consumer goods .... . 9.8 5.8 
Ratiow tere wie abe ome 0.82 0.49 
Czechoslovakia 
Producer goods ..... 6.9 755 
Consumer goods .... - 6.4 6.5 
Ration eee ae eee 0.93 0.87 
Hungary 
Producer goods ..... 5.8 7.0 
Consumer goods .... . UP 7.0 
Ration teri ees. 1.24 1.00 
Poland 
Producer goods 9.3 8.4 
Consumer goods .... . 6.6 8.0 
Ва Sls 0.71 0.95 
Romania 
Producer goods ..... 13.0 12 
Consumer goods ..... 9.8 10.8 
ВАНО о 0.75 0.89 
Soviet Union 
Producer goods ..... 8.6 Well 
Consumer goods .... . 8.3 ell 
Ratios. аа 0.97 1.00 


12 12.59 
9 ХС: 
0.75 0.58 
11.0 11.0 
6.6 8.5 
0.60 0.77 
7.0 
6.1 
0.87 
3 
5.6 
1.51 
9.6 12* 8.6 
12.8 11* 8.2 
1.33 0.92 0.95 
11.6 12.4 а 
ИИ 10.3 < 
1.00 0.83 
6.8 6.3 8.2 7.9 
Sai 4.5 5.9 8.2 
0.84 0.71 0.72 1.04 


Sources; national statistics, CMEA Yearbook 1972, p. 64; 


plans and plan-fulfilment reports. 


Norte.— Coverage the same as in table 2.11 except for Bulgaria where the data refer to total industry. 


a Mean of the planned range of growth. 


Developments by branches are shown in the table 
below. While the data shown in this table are admittedly 
inadequate, it would appear that the structural changes 
envisaged during the year were not entirely fulfilled.” 
As reported in the Survey last year, one of the features 
of the 1973 Plan was the envisaged faster growth of 
consumer-goods than of producer-goods output. In 
fact, however, faster growth took place primarily in 
producer-goods branches, in particular general machinery. 
The light industry performed well but food-processing 
industry output rose at a lower rate than in 1972. Output 
of consumer durables was also apparently not up to the 
original version of the plan, judging by the limited 
information available.°° The increase in deliveries of 
consumer goods to the home market was, however, 
greater than in the preceding year (6.2 per cent as 
compared with 3.3 per cent), and nearly reached the 
planned rate (6.5 per cent). 


49 However, according to the plan-fulfilment report all ministerial 
departments were able to fulfil or over-fulfil their plan targets. This 
refers to targets wnich were revised during the year. 


50 Output of television sets, refrigerators and washing machines 
rose between 5 and 7 per cent, or about the same rate as in 1972. 


In 1974 output of consumer goods by enterprises under 
industrial ministries is planned to increase by 5.4 per cent 
as against the 7.4 per cent target for total commodity 
output. The corresponding figures in the 1973 Plan were 
7.0 and 6.8 per cent respectively; and while the 1974 
Plan for total consumer-goods output may well be higher 


than the figure allotted to ministerial departments, it 
German Democratic Republic: industrial growth by branches 


(Annual percentage change) 


Sector 1971 1972 1973 
Electricity and fuel i rere 1 1 3 
Metallurgy Se ae 8 6 8 
General machine building 

(transport equipment) .. . 5 6 9 
Electro-technical and electrical 

engineering OR. eee 10 10 11 
(СИ sequen aan eer о 6 8 9 
Construction materials ee 7 4 7 
Light industry (except textiles) . 5 7 8 
MPextiles и 4 6 3 
Food 6 6 4 


> 


would seem that the planned proportions are less favour- 
able for the consumer-goods sector than those that were 
incorporated into the 1973 Plan.*! 


In Hungary, the growth of industrial output accelerated 
from 5 to 7.2 per cent, a somewhat faster rate than 
anticipated in the annual plan (5.5-6 per cent). However, 
industrial sales continued to expand at a rate of 6 per cent, 
whereas the growth of sales to final outlets actually 
declined from a rate of 10 to 7 per cent (table 2.13); 
The decline was due to a slower expansion of deliveries 
for exports. Deliveries to the consumer market expanded 
at a rate of 8 per cent, and a slight increase was registered 
in sales for investment following the sharp decline in 1972. 


The over-fulfilment of the output plan was associated 
with a higher than envisaged growth of employment. 
After the 0.8 per cent decline in 1972, industrial employ- 
ment rose by 1.3 per cent. A greater reduction than in 
1972 was reported in the use of materials for specific 
outputs. Significant progress was also reported in the 
improvement of quality and the modernization of 
production.” 


The upswing in the industrial growth rate reflected a 
faster growth of mining, metallurgy, construction ma- 
terials, wood-processing industries and, above all, of 
light industry. Output of electricity rose by 8.1 per 
cent, marking the second year of fast growth (8.8 per 
cent in 1972 as against a 5.4 per cent average in 1966- 
1970). Coal output, after declining for several years, 
rose by 4 per cent, and while crude petroleum output 
remained stationary, imports (excluding oil products) 
rose from 6.1 to 6.6 million tons. Output of natural gas 
rose by 18 per cent to 4.8 billion паз. 


The growth rate of the engineering industry continued 
at a steady rate of around 6 per cent, reflecting off-setting 
tendencies in various sections: a slow-down in the 
growth rate of output of electric machinery and ap- 
pliances, telecommunications and vacuum engineering 
and a faster growth in general machinery and metal 


51 Attention should be drawn, however, to the vast increases in 
investment in the consumer-goods industry which took place in 
1973, the effect of which will be felt in later years (enterprises under 
ministries, percentage increase over 1972): 


воза ана ее оне 9 
Ore mining, metallurgy and potash. 9 
ИВ о ео Ons о soe о бе бк 51 
Local and food industries . PgR pe. вЫ 23 
Enterprises of the chemicals and metal-working industries р 


producing consumer goods. . . 


Production trends 
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products sections.** The growth of the chemicals 
industry was also steady at the impressive rate of 11 per 
cent; production of synthetic fibres rising by 46 per cent. 
The wood industry accelerated its growth rate from 4 to 
10 per cent reflecting re-conversion and modernization 
of a number of large plants. In the light industry all 
sections turned out extremely good results, the growth 
rate of the textiles and leather industries rising from 
4-6 to 10 per cent and the growth of the clothing industry 
accelerating from 4 to 17 per cent. The high level of both 
domestic and foreign demand were contributory factors. 


Among important institutional changes is the introduc- 
tion of a so-called block wage system in coal mining, 
electric power and some sections of the food industry. 
Wages are permitted to rise to a certain level without 
regard to the enterprise performance. 


1973 marked the second year of very fast industrial 
growth in Poland. Starting in 1971 with a rate of 8.3 per 
cent, which was fairly close to the historical trend, 
expansion accelerated in 1972 and again in 1973, the 
growth rate rising from 10.7 to 11.6 per cent. Industrial 
sales also grew faster, going up by 11.6 per cent against 
the previous year’s figure of 10.0 per cent. The growth 
of employment slowed, and labour productivity went up 
by 8.3 per cent, the highest rate recorded in more than 
a decade. 


It is not easy to identify fully the factors behind the 
favourable performance of Polish industry in the past 
two years. Among the factors influencing industrial 
growth one can point to the favourable weather conditions 
in the past three years with their beneficial effect on 
agricultural production, the availability of foreign 
credits making possible the increase of imports of raw 
materials and engineering equipment, the relative 
abundance of labour resources, at least in a number of 
less developed regions, the influence of the socio-political 
climate and the outlook for the improvement of living 
standards. The last two factors began to play a role 
with the inauguration of the New Economic Policy 
which gave priority to the improvement of living con- 


53 п order to reduce the existing large differences in efficiency 
between various enterprises, a programme was begun in 1973 to 
modernize a number of large but relatively inefficient plants. The 
programme was financed by a special budgetary appropriation 
since, in the existing competitive situation, the high cost enterprises 
are unable to carry out the programme by their own resources or 
bank credit (the latter are the usual resources available in Hungary 
for reconstruction and modernization). 


52 The following figures, designed to measure progress in the modernization of engineering output are of some interest (as 


percentage of total): 


As percentage of total 


New products 

1971 | 1972 

Machine and machinery building ш- a 
О ee et ee ee 8.0 8.9 
Production of vehicles . ashley Actas 8.3 4.1 
Production of electric machines and oy, 
appliances . a eT Lee ss 6.5 5,2. 
Telecommunications and vacuum еп- - ie 
Е о то wh a 
Precision engineering .. . - 2 
Iron and metal mass products Tell 4.4 


Products not more Products abandoned 
than 3 years old р, in the preceding year 
1971 1972 1971 1972 
36.5 35.3 1.6 0.8 
28.8 29.1 1:5 4.3 
РЭ 27.0 0.9 0.2 
47.4 43.1 14.0 10.8 
49.5 47.0 0.6 1.0 
32.0 22.0 0.4 0.3 
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ditions for the population. Accordingly, the intention 
was to reduce the rate of investment and to shift the 
structure of investment in favour of branches where 
quick effects could be obtained in terms of consumer 
supplies. 

The emphasis on consumer supplies did not result in 
a slow-down in other sectors; in fact, the contrary 
occurred. Reserves were released in all areas, allowing 
for an acceleration in the growth of consumer-goods 
output while maintaining or even accelerating the 
growth of producer-goods output. This latter occurred 
particularly in 1973 when, although the light and the 
food industries continued to expand at record rates, the 
producer-goods sector showed better results than in the 
preceding year. 

The unprecedented increase in money incomes of the 
population may have created some inflationary pressure, 
which in turn has tended to influence adversely the quality 
and assortment of consumer supplies: this was manifest 
in some shortages on the one hand and an excessive 
increase in stocks of some finished products on the other. 
While increased motivation has been credited with the 
completion of a number of investment projects ahead of 
schedule, there are, of course, technical limits to the 
shortening of construction periods. The maintenance 
of the present high rate of industrial investment may 
also prove to be increasingly difficult. Finally, although 
exports have been increasing satisfactorily, their rise is 
insufficient to sustain the growth rate of imports, thus 
raising the possibility of a ceiling to the growth of import 
supplies.** 

During 1973, 195.8 million tons of coal were extracted 
in Poland, which is 3.7 per cent more than in the preceding 
year. Electricity output grew by 10.2 per cent, the 
investment completion plan having been implemented 
before schedule: about 1600 MW of new power generating 
capacity has been installed, raising the total by 9.9 per 
cent. Oil processing reached 10.9 million tons of crude, 
a rise of 8.9 per cent.°* Metallurgy performed well, 
mainly in the non-ferrous metals section: output of 
rolled products rose 7.1 per cent and that of electrolytic 
copper 19.0 per cent.” The highest growth rates were 
registered in the engineering industry (15.5 per cent). 
Particular emphasis on the development of the wood- 
processing industry showed up with an 18.1 per cent rise 
in the output of furniture. In the light industry most of 
the progress was made in artificial fabrics—an increase 
of 10.5 per cent—and knitted fabrics (an eight-fold rise). 
In the food industry above-average growth was registered 
in meat (13.2 per cent), butter (12.3 per cent) and alcoholic 
drinks (10.6 per cent). 

New principles of planning and management were 
introduced in 24 big industrial organizations (i.e. associa- 


me It should be noted that, although coal ехрог: prices have been 
rising, the over-all increase in export prices fell short of the rise in 
import prices, resulting in a deterioration in the terms of trade. 
a Output of hard coal was 156.6 million tons and of brown coal 
39.2 million tons. Coal exports went up from 36.8 to 40.8 million 
tons. 
56 Imports of oil and oil products rose as much as 18.9 per cent. 


ay Production rose from 131 thousand tons to 156 thousand tons, 
permitting a rise in net exports from 18 to 25 thousand tons. 


tions, combines and large multi-plant enterprises) 
employing above 1 million persons (about 18 per cent 
of industrial employment) and generating about 20 per 
cent of industrial output.** In 1974 a further 25 organiz- 
ations, including the whole chemicals industry, will work 
on the new system, so that about 40 per cent of output 
will be covered. One of the principal features of the new 
mechanism is the link between the growth of the wage 
fund and that of “value added” defined as the difference 
between the sales value and the sum of material costs, 
turnover taxes and repayments of investment credits. 
The wage fund can also increase as a result of a rise in 
exports, quality improvements, introduction of new 
products, etc. On the other hand, the premium fund for 
the managing staff is generally connected with an increase 
in profits of the economic organizations. It is expected 
that wider introduction of the new economic system 
will become a factor contributing to more rational use 
of human and material resources and will mobilize new 
reserves for more intensive development. 

The 14.7 per cent rise of industrial output in Romania 
was the highest attained in a decade. The rapid pace of 
expansion was supported by high rates of investment 
completions in 1972,°° a continued large increase in the 
labour force and a rise in imports of raw materials 
which appeared to have been at least as high as the rise 
in production. On the demand side, buoyant exports and 
a high rate of growth of the population’s money income 
contributed to the good performance. Labour pro- 
ductivity rose by some 9 per cent, also above the historical 
trend. 


Almost all major branches improved their performance, . 


the growth of the engineering and the chemicals industries 
being the most impressive. However, electricity output 
rose less than in 1972 (7.6 per cent against 10.0 per cent) 
and although the growth rate of the fuel industry has 
accelerated this was because of an increase in oil refining; 
only moderate progress was made in the production of 
basic fuels.*° Altogether production of primary energy 
rose by some 4.5 per cent. The 1974 Plan envisages about 
the same growth rate * whereas the growth of primary 
energy consumption is to amount to 7.6 per cent. Even 
so, “а more judicious use of energy гезоигсе$” has been 
put forward as “а fundamental question of present 
development”. The Plan therefore calls for a reduction 
in the specific use of energy to be expressed in the saving 
of 2 million tons of oil and 4 billion kWh of electricity. 


Some re-organization of the management system took 
place during the year, aiming at a simplification of the 


by Economic results achieved by piloting organizations during 
nine months of 1973 are considered to have been very good: sales 
increased by 15.9 per cent, of which sales to the domestic retail 
market rose by 18.2 per cent and those for exports by 17.9 per cent; 
Rie added”’ grew by 24.8 per cent, and output per man by 10.8 per 
cent. 


5® Industrial investment put into operation rose from 42.9 billi 
lei in 1971 to 49.3 billion lei in 1972. Ул 


89 Coal output rose by 7.1 per cent, oil by 1.1 per cent and natural 
gas by 5.5 per cent. In 1972, the corresponding figures were 10.1, 
2.4 and 4.3 per cent respectively. 

81 Output of coal is to rise 10.1 per cent, crude ой 0.3 per cent 
and natural gas 3.7 per cent. р 
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} TABLE 2.13 
Changes in the volume of industrial sales, by type of outlet 
Р 
hee Of total Annual percentage change 
Czechoslovakia 
оао ча а ое 100.0 9.1 6.6 5.5 5.4 
Of which: 
Intermediate outlets 64.0 
termediate outlets... .. 2... i 10.2 : 
ао ео te ee eee 36.0 7.9 р } ; 4 и 
Of which: 
For personal consumption. . .. . 15.7 4.8 3.5 5.4 4.8 
InVestinen с сообооФ ров 4.3 US 6.2 5.9 ea 
ОА дар a ono So eee ee 12.6 10.5 10.2 8.2 5.8 
Hungary 
Motalmndustrialisalesss. о 100.0 8 dl 5 6 
Of which: 
ImtenmediaterGuiletsyameiee ate ae 52.6 6 7 1 5 
ао ее. 47.4 10 6 10 7 
Of which: 
For personal consumption. ... . 2D) 13 5) 6 8 
Investment Pee ses м 3.9 6 5) —10 2 
Exports .. AE, Mie Aaa ety РЭ й 8 V7 8 


structure and a closer co-operation between central 
organs and production units. The number of ministerial 
offices dealing with various branches of production 
was reduced, and a number of enterprises merged into 
larger units. Apart from streamlining organization, the 
measures resulted in a considerable release of administra- 
tive staff who could be directed into production, research 
design and similar activities.® 


(iii) 

Although the area remained a net exporter of fuel in 
1973, there were also signs of a tightening of the energy 
situation in the centrally planned economies. As the 
year drew to a close, Bulgaria, Czechoslovakia, Poland 
and Romania introduced energy conservation measures 
in varying degrees of severity.“ The Soviet Union 


energy balance was described by the Soviet Prime 
Minister as “tense” although “‘incomparably better than 


The energy situation 


62 The number of enterprises and similar economic entities was 
redduce from 5,400 to 3,600. 

63 A total of 102 thousand employees was reported to have been 
re-directed, according to skill and training, into various other 
fields of activity. 

64 Romania was the first country to institute an oil conservation 
programme. This included rationing petrol for passenger vehicles, 
reduction in speed limits, introduction of restrictions on heating 
and lighting (including that in industrial workshops) and a general 
30 per cent reduction in the use of electricity by households. 
Bulgaria introduced a rationing system for passenger-vehicles and 
a reduction in speed limits. The use of fuel oil in administrative 
buildings was also restricted by 15 per cent and steps were taken 
to restrict the use of diesel oil in agricultural enterprises. In Poland, 
prices of gasoline were increased by 100 per cent and a speed limit 
of 80 km per hour for all vehicles was instituted. State-owned 
passenger-cars and small trucks and buses were ordered to reduce 
their petrol consumption by 30 per cent and were prohibited from 
driving on Sundays. Czechoslovakia introduced a reorganization 
of working hours and the working week to reduce peak joads т 
electric power stations. 


that of the West’’. In almost all countries, the economic 
plans for the current year emphasize the need to reduce 
fuel consumption and in some countries programmes 
were elaborated to speed up the development of in- 
digenous energy supply. 


The tightening of the energy situation in east European 
countries is undoubtedly related to the developments on 
world oil markets. As can be seen from table 2.15, 
whereas the Soviet Union continues to be the major 
supplier to most of these countries, imports from world 
markets have tended to play an increasing role in recent 
years. In 1972, the share of the latter was relatively small 
in Czechoslovakia and Poland, but reached the order 
of 25 per cent in Bulgaria and the German Democratic 
Republic. Romania, unlike the other east European 
countries, derives all its oil imports from sources other 
than the Soviet Union. 


There is, of course, no certainty at the time of the 
preparation of this report as to the extent to which such 
imports have so far actually been affected. But whether 
or not short cuts were marginal, it must be kept in mind 
that the energy balance in a number of these countries 
was already strained even before the oil crisis. This was 
the result of a sharp slow-down in expansion, and in some 
cases a decline, in indigenous output aimed at a rise in 
economic efficiency and an improvement in the structure 
of energy consumption (tables 2.16 and 2.17). 


In the Soviet Union, the straining of the energy 
balance was, of course, due to different factors. One of 
these was a somewhat slower than planned growth of 
energy output. Another, and a more important one, was 
that there was a faster expansion of internal requirements 
than was provided for in the plan. This expansion of 
domestic needs occurred in the face of a slower increase 
than was planned in over-all economic activity, so there 
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TABLE 2.14 


Gross output of major branches 
(Annual percentage changes) 


ze 1973 1973 ee 
Sector and country 1966-1970 1971 1972 Plan actual ап 


акр В ыы оф НЕЕ ит. 


Avera; 


Electricity and heat 


АЕ о обо mh mo в 19.3 6.6 5 AF 0.8 
(СО ЧЕ oo 6 6 5 oo a 6 es 5.0 9.0 Re 5.4 
German Democratic Republic . . Sa 0.6 ie ze one 
Un garyener оо iemes 8.2 8.0 7.0 8.1 9.0 
Poland@ee oe os. eh 8.6 8.7 122 es 11.1 
FLOM ANIA EE ee ee tem 16.7 12.0 10.7 =e 8.2 
iBegin Bee! 5 5 @ on o 5 Oo 8.6 5.9 ae me se 
ОЕ Ох д о ile Oo о ие © 0 9.0 8.5 8.0 a 8.0 Ba 
Byelorussian. 6 ооо ооо [37 21.2 14.0 7.0 11.0 13.2 
ОИ И М 9 о оообо бов 9.0 9.0 6.0 8.0 9.0 af 
(Lotaltared.? Snes ome: a frei 8.9 7.8 a #: 
Fuel 
Bulgariameens ОЖ, ae 152 25.2 29.0 * 7.8 
@zechoslOvaliaie en een er 5.0 555; 4.1 a 
German Democratic Republic . . 5.0 We? к dy 2 
Е а 54te pe be awie ore 87 2.0 —4.0 5.0 6.6 
Ро ом о 6.4 Soll 6.4 a xe 
ROMANE, 5 6 6 6 a b ne nee 6.1 37 2.8 ae 6.6 
СОНЯ ЕО © 2 a 6 o a « Bee 6.0 6.2 ре ой Be 
Sonia Whar, 5 6 6b oo ole oe oe 5433 5.8 5.0 = 6.0 
Byelorussian $5В...... rae 23.4 26.3 10.0 = 10.0 
Wkramiano SR ee eee st 4.3} 4.0 4.0 ae 3.0 
motaleancaSyes 2 ое eee 5.6 5.9 
Metallurgy 
Вора ее. < м 9.8 10.1 10.8 ne a 7 
(СЗО ОЗ МЕ ЧЕ 5 5 2 o nb ow & 5.1 5.3 5.0 4.4 ЗЕ 4.4 
German Democratic Republic .. 5.6 7.6 6.2 о 8.0 я 
И) 5 6 a A ou 6 ee 5.6 7.0 2.0 53 7.0 4.5 
Ро oy 8a ae a a8 rere 6.3 8.9 8.2 т 
IONE зо оон eo ¢ ия 12.4 7.0 8.6 
BEM 1265 о 5 5 6 6 6 6 ¢ F 6.8 a 6.9 oF a 
SOWIE UNO о ь den 6 A 6 at 6.8 6.0 6.0 у 6.0 
Byelorussian SSR . sale £2 7 Ale oe oe te 
Ukrainian Ss Rees onnenen 2.4 4.0 3.0 a 5.0 4.0 
MotalvancanGee aman ene 6.8 6.4 6.3 
Engineering and metal-work 
о обес ая 15.6 17.0 14.3 19.2 19.0 21.0 
Czechoslovakia . . . ae 9.3 8.5 7.8 7.6 8.3 [ES 
German Democratic Republic 8.2 6.4 UP? Ase 9.6 sie 
Hungary . 7.8 8.0 5.0 6.5 5.6 7-8 
Poland ia ee ne fee 23 12.4 13.0 mn 1585 
IONE, 6 оо ооо 15.8 15.8 15.8 ef 20.7 
Eastern Europe@ . A orate 10.4 Oe 9.1 a 122 oe 
Soviet Wiionts ss sens foes ВЯ 11.3 11.0 10.4 12.0 10.4 
Byelorussian $58........ 14.9 14.8 14.0 12.0 15.0 11.0 
UkrainianSSR ... 12.0 11.0 12.0 10.0 13.0 
hotaliranca:2 i. mars anne ee 5 10.9 10.7 te И 
Chemicals and rubber 
ЕТО д попов : 21.4 7.9 12.4 22.0 Le 25.0 
Gzechoslovalkiauea lana mene 9.8 ies 9.8 8.6 9.5 7. 
German Democratic Republic . . 6.9 4.4 7.8 a 9.0 
О Go о о ono aa vc 11.6 13.0 11.0 10.1 10.9 9.0 
оао Ae ar eae ee 391 8.9 12.2 ~ 13.9 
Romania... 15.6 15.2 13.6 у 18.3 
Eastern Europe? .. , , en ee 10.4 8.3 10.4 : 1 17 
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TABLE 2.14 (continued) 


Gross output of major branches 
(Annual percentage changes) 
ene ee Se pr ЕЯ 
Average 1973 1973 1974 
Sector and country 1966-1970 1971 1972 Plan actual Plan 


Chemicals and rubber (concluded) 
Soviet Union 


bo iia aa ce Я 10.4 9.0 8.5 11.0 9.8 
Byelorussian SSR Geen eee : 27.0 MSD 20.0 21.0 27.0 13.6 
Wkrainiants S Rea ee 13.4 12.0 10.0 8.0 11.0 10.5 

sl otalvarcay Боро Ge eer me 11.3 9.6 9.5 11.3 

Construction materials 
Виана вое оо пе. 10.1 8.8 12.6 A US 
G@zechoslovakiala до орабос 6.9 7.9 4.5 8.0 6.5 
German Democratic Republic . . 5.8 7.0 4.2 * 7.0 a 
TIUN CATV до сх ва eee eS. bs 5,2 3.0 3.0 4.3 6.7 6.0 
о tac dene eam su ar 6.7 6.5 8.6 и Sy 
ТЕ ро а о в we ane 13.0 14.1 12.4 is 6.7 

lS iGian JEWS gah G ge oo ee 7.4 8.0 7.4 a 2 

о: О со раю Боб 8.3 8.5 7.0 fen 8.0 
Е И SNR. G5 & o os < 10.7 8.7 8.0 9.0 10.0 “ie 
ЕАК 6 ey 8) Ses Woo 8.4 9.0 6.0 8.0 6.0 6.2 

Motaltarea’Ciey. wees аа в 8.0 8.4 el 

Wood and paper 
Врата ан Ome: 7.8 10.5 4.4 г 8.2, 
Czechoslovakia. errno ie rere 5.8 5.4 6.4 ый 6.4 
German Democratic Republic . . 8.2 5.6 и A ae 
HIN Gary Gace, KEks Gee olin Gedo 4.7 6.3 Sy) Ae 10.0 
Pola ло elec 5.4 57 7.2 ai 10.5 
Корана В в. сока WE) 5.0 ое 4.7 

ВАЗЕ Ee UnOpC case oie ones 6.8 5.8 0 о x 

ос ое с о ome. ee 5.6 5.4 5.0 Ee 6.0 
Byelorussian|SSRo а. © 9.2 8.1 9.6 
Wikraiianys S Re си. Sy? Sell 5.0 

А yee 0s) Se ene et ere os 5.9 Ss) 

Light industries 
ВО 10.1 6.5 6.3 Е ies 8.3 
Gechosiovakiay eens vee 5.0 6.0 6.3 a 6.0* : 
German Democratic Republic . . 7 4.0 6.0 ee 5.0 
FAUN GQ ALVae о вы 4.4 4.0 6.0 963) 10.8 
а о ее 7.3 6.1 9.3 в 9.1 
Вотан ее 10.7 12.7 12.8 wy 16.1 

вазе воре ar mints cnn 6.4 6.2 8.1 г: 8.9 ve 

Soviet Unione a) no ae ete ee 8.4 6.7 3.0 4.0 4.0 4.0 
Byelorussian SSR........ 11.9 8.9 7.0 320 5.0 4.4 
Е ISS 6G о обе oe 215 7.0 4.0 4.0 5.0 55 

оса ага Е ee We 6.5 4.7 bk 5.6 

Food processing 
ИЕН ees mens ee 529 6.4 4.2 38) 7.4 6.9 
@zechoslovakiaus se seen aie 3.9 SiH 4.7 м 4.9 4.6 
German Democratic Republic .. 4.0 6.4 6.1 a 4.0 et 
У ~ бо o vey oo a oe 4.7 6.0 5.0 55 4.6 7.8 
Веры ВА СА, СР, Fe ee 3.0 13 11.0 г. 9.9 | 
Е 4 6 a бою поро 6.5 8.7 Tie Re — 

Е а ie a 4.2 Th? TES =: : ve 

ЕЯ A ОНИ 5.8 es 3.0 2.0 5.0 7.6 
Byelorussian SSR . at Sere 8.7 7.2 6.0 3.0 7.0 6.1 
ОЕ SIS о 6 o бы uo x 5.6 3.0 4.0 eh 5.0 We 

и 5.4 oes 4.2 7 5.6 ft 


Sources: national statistics, СМЕА Yearbook 1972, plans and plan-fulfilment reports. | 
е 2.11 except for Bulgaria where the figures refer to State industry only and the 1973 figures for Cze- 
The 1973 figures for Bulgaria refer to eleven months. 

а, see Есоповис Survey of Europe in 1971, part. И, chapter 2, page 73, footnote a. 


Note.— Coverage same as in tabl ‹ 
choslovakia which refer to centrally-planned industry. 


a For methods of weighting output and weights use 
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TABLE 2.15 


Exports and imports of crude oil and oil products — 1965, 1970-1972 
(In millions of tons) 


—иииии—Ш6&6&ё&8ЯД5 БН ПЬ ЫыГыЫШ дд 


Exports Imports 
Country 1965 1970 1971 1972 1965 1970 1971 1972 
eH NS кА a Se ИИА alee ее a a 
Bulgaria 
TO are es ose ok 0.09 0.15 0.07 0.06 97 8.77 10.10 10.64 
Soviet. ШО 5 ооо зб 937 7.05 7.96 7.95 
Czechoslovakia 
О es aeaneh 1.11 0.81 0.94 1:02 6.87 10.89 12.50 13.63 
Sone Wim@in о до бов 6.36 10.47 11.81 12.87 
German Democratic Republic 
Е о о, ре 6 1.68 LAS 0.99 2.33 5.69 10.44 11.10 15.39 
Soviet Unions eon ee 5.43 9.34 10.38 11.48 
Hungary 
о. 0.81 1.21 0.69 1.38 т 5.32 5.70 6.78 
Sovich Unions... - = - 2.49 4.76 5.06 553 
Poland 
Ota mes Saeko 1.03 1.31 1.07 2 5.46 9.43 10.16 12.03 
Зои ШИ о сопо вв 4.70 8.64 9.55 11.07 
Котата 
Ota о о о о ee cota: 5.60 5.35 5.35 5.07 — 2.29 2.86 2.87 
Soviet Union > = Sav в = 
Eastern Europe 
ЧЕТ рее ware os Ca ances 10.32 10.14 9.11 11:58 2416 мо 52.41 61.35 
Soviet Unione Бр асве 22.07 40.26 44.75 48.89 
Soviet Union 
Оо 64.42 95.75 105.10 107.03 1.90 4.60 6.60 9.10 
Eastern Europes. 2 2. 22.07 40.26 44.75 48.89 1.90 0.50 0.90 0.80 
Other socialist countries @ 6.80 10.24 10.74 11.38 — | 
Rest of the world... . . 3555 4595 496 Че ns 410 5.10 38.20 


а Including Yugoslavia, the Democratic Republic of Viet-Nam, the Democratic People’s Republic of Korea, Cuba and the Mongolian 


People’s Republic. 


was a considerably faster increase than was envisaged 
in energy requirements per unit of output. 

Whether in anticipation of higher energy requirements 
per unit of output, or of an accelerated growth rate of 
exports, the current Soviet Five-year Plan provided for 
a somewhat faster growth of total energy output than 
was attained in the preceding quinquennium. Thus, fuel 
production from all sources ® was to increase between 
1970 and 1975 by 33.7 per cent against the 29 per cent 
increase between 1965 and 1970. By contrast, the growth 
of national income and industrial production was to be 
slower, the rate of the former declining from 7.7 to 7.1 
per cent and that of the latter from 8.5 to 8.0 per cent. 


In the event, the expansion of the Soviet Union’s 
energy output was less than planned, but hardly to an 
extent that would notably alter basic plan proportions. 
The short-fall was greatest in natural gas, output of 
which rose in the three years 1970-1973 at an average 


85 Excluding hydro-electric power. 


rate of 6.6 per cent against a planned rate of 9.9 per cent. 
Output of petroleum rose practically as planned—6.9 per 
cent against 7 per cent—and output of coal was well up 
to the planned level. If the growth by the remaining, 
less important, energy sources (peat, oil shale) is taken 
into account the deficit may have amounted to some 
27 million tons of standard fuel equivalent, or less than 
2 per cent of production in that year. Total energy 
supply rose, in the three years, at a rate of about 5 per 
cent, 1.е. at about the same rate as in the preceding five 
years. 


On the other hand, the deceleration in the growth rate 
of national income and industrial production was greater 
than planned. Thus, industry which consumes around 
70 per cent of the total energy supply, expanded in the 
three years by an average of 7.2 per cent. Transportation, 
the second largest energy user, probably did not increase 
production more than planned. The expansion of the 
main energy-using sectors did not allow for the release 


oa ad cla ting ite, tp acts Uiegs aitealiatitngingly phage. oil 
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of any additional supplies for export. Total energy 
exports rose in the years 1971 and 1972 at a rate 
of 5.2 per cent, as compared with the rate of 7.4 per 
cent in the years 1966-1970. Moreover, energy imports 
doubled in these two years, the effect being that net 


exports of en i ; ; 
ae ergy in 1972 were no higher than in 


Turning to the prospects for the current year, it does 
not seem likely that any significant easing of tension can 
be expected. Although in some east European countries 
the declining trend in the output of indigenous energy 
sources may be reversed, this is not likely to have any 
great effect on the growth of import requirements. In 
the Soviet Union, the 1974 Plan provides for an accelera- 
tion in the growth rate of output of natural gas, but not 
of oil. The growth of total energy output will apparently 
be maintained but, given the continued fast growth of 
domestic demand which is expected, there is not much 
scope for an acceleration of energy exports. And, 
although the expansion of oil exports to the east European 
countries may be expected to be maintained at the 
rate of some 10 per cent (the average for the last three 
years), this will, apparently, not be sufficient to compen- 
sate for any loss of imports from other geographical 
areas. 


In assessing the general prospects, some special fea- 
tures may be kept in mind relating to the effect of develop- 
ments on world oil markets on the centrally planned 
economies. Generally speaking, governments in the 
centrally planned economies—with their existing well 
elaborated central distribution channels—may be better 
placed than those in the west to restrict “non-essential” 
energy uses and thus to protect the productive system 
from the impact of shortage in energy supply. However, 
the uses of this type are relatively smaller than those 
found in the west. An especially important factor in 
eastern Europe is also the greater concentration in 
the use of oil in particular sectors. The effect of this 
is that even changes in supply, which appear to be 
minor in terms of their impact on over-all availabilities, 
may well be important to the point of creating consider- 
able bottlenecks in the sectors which are most heavily 
involved. 


Of course, countries are not all equally sensitive to 
constraints in the expansion of oil imports. Given the 
considerable substitutability between various energy 
sources, even in the short run countries which at the 
present moment are less dependent on oil as a source of 
supply are obviously better off than those where oil 
accounts for a high proportion of energy consumption. 
The relevant data presented in table 2.17 indicate that the 
share of oil in total primary energy requirements ranges, 
currently, among the east European countries from some 
10 per cent in Poland to some 40 per cent in Bulgaria. 
It should be noted that these proportions are generally 


66 No data are available for developments in 1973. 


lower than those found in western Europe. Even the 
Soviet Union, which is the world’s second largest oil 
producer, derives only about 35 per cent of its energy 
requirements from 01.57 Although coal has been losing 
its importance everywhere, it still remains by far the 
largest source of energy in Czechoslovakia, the German 
Democratic Republic and Poland. Natural gas accounts 
for more than one-half of energy consumption in 
Romania and it has become relatively important in the 
Soviet Union and Hungary. Hydro-electric and nuclear 
power do not account for more than 2 per cent of energy 
requirements 58 in any of the countries. 


The relative dependence on energy imports in general 
and on oil imports in particular is another important 
factor to be considered. Among the east European 
countries only Poland is, at the moment, a net exporter 
of energy (table 2.18). Romania, once an important 
exporter, has now reached a point of balance between 
imports and exports, whereas the remaining four countries 
are large importers. Bulgaria meets around 60 per cent 
of its energy requirements from imports. In Hungary, 
the corresponding figure is around 35 per cent, in the 
German Democratic Republic 26 per cent and in Czecho- 
slovakia around 20 per cent. The ranking of countries 
is almost the same if the role of oil alone is considered 
(table 2.19). However, Poland, which is a net importer, 
follows Romania which remains a net exporter. Czecho- 
slovakia and the German Democratic Republic have 
about an equal dependence on oil imports. 


While the scarcities currently shown in a number of 
countries may well be partly the consequence of disloca- 
tion in the sources of supply, it is doubtful whether, in 
the longer-term context, it will be through the problem 
of actual availability of supplies that the effect of recent 
developments in the world market will be felt. The 
consequences of the price increases are more important, 
and not only with regard to that part of imports which is 
obtained on world markets but also regarding that part 
which is obtained within the area since, while the problem 
of price relationships between goods traded in the area 
is undoubtedly complex, governments may find it 
difficult, even if desirable, to isolate these from those 
prevailing on world markets. Any particular change 
between relative raw materials and finished product 
prices on these markets cannot fail to have significant 


67 That is if the consumption of coal, oil, natural gas, hydro- and 
atomic-power is considered. The proportion is, apparently, closer 
to 30 per cent if account is taken of the use of peat, oil shale and 
wood (see footnote to table 2.17). 

68 Nuclear energy is currently produced only in the Soviet Union 
and the German Democratic Republic in quantities which are not 
only negligible in relation to total energy requirements but also 
insignificant in relation to total electricity produced. 
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TABLE 2.16 


Growth of major primary energy sources, production and consumption, 1966-1973 
(Basic data expressed in coal equivalent) 


(Annual percentage changes) 


Production Apparent consumption а 
Country 1966-1970 1971 1972 1973 1966-1970 1971 1972 
Bulgaria 
оо Sete y ees bomen te ee we 3.8 —8.4 —0.6 ae де 4.1 1.8 
СО о ва Е 3.0 —7.6 1.0 —1.1 5.3 —1.6 0.1 
ОИ, о р обо ре 5 tes 7.8 —8.8 —18.2 a 19.2 15.4 4.9 
(@EG 6 OFS MeL, nc ee и: 45.4 —30.9 —32.6 ie 45.4 69.1 67.4 
ОНЛ с oe oe ee 8 с > 0.7 —3.3 a 0.7 16.4 26.8 
Czechoslovakia 
ор >. les 2.8 —0.6 x oe 4.8 1 
Со Е: 1155) 3.0 —0.5 —3.9 ies! 2.9 —0.7 
ОНО СИ 6 6 6 ao 6 8 0 0 ив ite —4.5 —1.6 11.1 14.3 8.9 
Gas СЕ И" 4.5 eS —4,5 21.4 125 9.1 
О ОНО ЕЙ 4 4 6 5 9 5 0 9 8 4 —3.8  —27.0 4.8 8.2 —1.4 —8.7 
German Democratic Republic 
По с Иры ey ee и 0.9 2 —1.9 я = 2.6 0.3 
Фе oes: eae Se: eee 0.5 0.6 —5.5 —1.1 0.4 0.9 —5.0 
О о о ee “G1 SET Ae tees 30.3 0.0 0.0 A 18.1 10.7 28.0 
Ра Sn er tee ое Tee 56.1 131.4 We 45* 55.8 322 65.5 
ТОО О « 6 4 6 5 5 0 mo 9.8 0.0 —1.9 we 19.4 0.4 20.8 
Hungary’ 
Е А tate See Sac anes ae ila! 1.0 —1.7 о 3.0 see —2.0 
Фо er uist ot aca ce Pa sees —2.2 —1.9 —5.9 3.9 —2.4 —0.9 —7.5 
Petroleum ie tthe - 1.8 0.4 1.0 0.0 11.1 14.9 5.8 
Gass eee ae ie Pa dae к, Bd ot ie 25.6 6.8 10.3 17.5 22.9 12:3 4.8 
Hydro-electricity 4.1 hil 8.3 20.5 27.6 Ва 
Poland 
о <a; 4.2 3.9 4.2 о: 4.7 2.8 5.4 
бор ое oes и 3.5 3.9 al Shi 3.3 2.0 4.8 
Petroleuni о и а: 4.5 —6.3 — 12.2 oe 11.6 11.0 2:3 
са. нь ee 30.3 3.8 8.5 fe 28.7 3.8 т 
ОО НОУ ооо ово 15.7 7 0.8 a sake —4.9 —6.5 
Котата 
Tota were eet ee ee eee 6.0 See, 4.4 = 8.6 7.0 3.8 
‘Солт Be eo Зе ee т 2.6 6.4 ay 11.6 4.7 0.7 
Ретона ее. О 2 ЗЫ 2.4 al 7.9 9.0 4.8 
Gas fee Л ое 15) 6.7 4.3 5 7.6 6.8 в 
IB ОО ЧИ 5 5 6 6 0 6 oo 0 225 62.0 63.3 oe —10.6 25.0 19.9 
Eastern Europe 
TOtal а 3.0 35) 1.6 и 4.0 2.4 
О see AR Пе А ea, DB Dy) 0.4 2.0 1.7 —0.1 
Petroleum oem до ae cartel oH Я 1.6 13.0 12.4 10.9 
сабы a а - 12.0 10.0 9.5 91 7.8 5.5 
Hydro-electricity 5) 6.6 23.0 10.8 12.2 16.1 
Soviet Union 
Ota, er re ec ee ee ee 5) 5.4 5,2 ce 4.9 5.3 365) 
Coal : ee ee 1.0 OMT, bs) 2.0 0.9 2.6 2.6 
О СО 2 oe мб 0 6 0 aceon we Ted 6.9 6.6 7.1 Th 9.0 6.6 
Gasie 9.3 7.3 5.6 7.0 9.4 9.0 6.6 


ОО ЧА ого | 8.9 14 2S) 8.9 07 ae 


Production trends 


nn ee eee ee roduction trends ease) ee 


TABLE 2.16 (continued) 


Growth of major primary energy sources, production and consumption, 1966-1973 
(Basic data expressed in coal equivalent) 
(Annual percentage changes) 


—_—_—_—_—_—_—_—_—_—_—_—_—_——eeeeeeeeeeee —  — — — 


Production Apparent consumption а 
Country 1966-1970 1971 1972 1973 1966-1970 1971 1972 
Soviet Union and Eastern Europe 

Ota ree а ies 4.6 4.8 4.3 ae 4.7 By 4.6 
С и ty tne 155) 725) Del 2 1.4 2.) 1.4 
Petroleum wea ae ar eee meme або а в 7.4 6.7 6.4 Fa 8.5 7-5 8.9 
ЕВ а о era OFT 7.8 6.3 ie 10.0 9.5 6.9 
ОУ ЩИ ро o 6 a oo bo 6 7.4 6.7 6.4 Se 0.2 2.6 1.9 
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Note.— The coefficients used to convert the various sources of en i i i i i 
; : I ergy into coal equivalents are those given in World Energy Supplies 
UN Statistical Paper Series J, No. 16. Exceptions are the production figures for the Soviet Union which are officially reported in standard 


units. 
а Production plus imports and minus exports. 


repercussions also on the terms by which such goods are 
traded within the area.® 

It is in this connexion that one may consider for 
illustrative purpose the implications which a given rise in 
the price of oil may have on the various countries. In 
1972, with an average price per ton of imports of oil 


and oil products from the Soviet Union ranging between 
17 and 20 dollars,” the net import bill of Bulgaria is 
estimated at some 190 million dollars; that of Czecho- 
slovakia at 310 million, of the German Democratic 
Republic at 220 million, of Hungary at around 110 
million and of Poland at around 205 million. Un- 


ОЙ and oil products 


i 


Imports as 
per cent of 
total imports 


Exports as 
per cent of 
total exports 


врага п оо № 765 
Соеспооуакта ee eo 6.6 
German Democratic Republic. . 3.8 
ISKCON oo pa о oo Oem © 3.5 
Ро ее oe 3.8 


ЕЕ па по бо обо 1.9 
боем eee ene 12.0 


О о—ех 


69 |{ must be noted that in principle, price levels, in particular 
those of raw materials, have been fixed in the area to relate to those 
prevailing on world markets. Adjustments to these levels are usually 
made at five-year intervals in connexion with the fixing of delivery 
quotas over medium-term plan periods, although annual adjustments 
are also apparently not excluded. The following table provides 
information on the average price of Soviet exports of oil and oil 
products to the east European countries in recent years: 


Roubles per ton (f.0.b.) _ 


1970 1971 1972 
Bulgatiae- an cee: 14.58 14.61 14.93 
Czechoslovakia. .....-- 16.05 16.22 16.36 
German Democratic Republic 13.40 13.60 14.09 
Hungary . Paria Mee 16.25 16.64 16.96 
Poland 16.55 16.55 16.47 


Source: Vneshnyaya Torgovlya, 1971 and 1972, 


In appraising the changes it ought to be kept in mind that, apart 
from changes in unit prices, they also reflect changes in the product 


mx. 


fortunately, no comparable data are available in current 
prices which would permit the expression of these figures 
in terms of the national income equivalent for the various 
countries in any precise manner. But rough calculations 
indicate ratios ranging from some 0.5 per cent in Poland 
to some 2 per cent in Bulgaria. In terms of the three-fold 
increase in world market prices which took place recently, 
this would mean an additional burden ranging from the 
equivalent of some 1 per cent of national income in 
Poland to 4 per cent in Bulgaria. 

The balance-of-payments effect can be determined 
with greater precision. Using the same figures and 
adding similar estimates for the two oil-exporting 
countries, the Soviet Union and Romania, the following 
figures are obtained (1972) (see the text-table below). 


70 See preceding footnote, rouble figures for 1972, converted at 
a rate of 1.206 into US dollars. 
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The estimated impact of a three-fold increase in oil 
prices ranges from an over-all import equivalent of an 
additional 7 per cent in Hungary to an equivalent of 15 per 
cent in Bulgaria. In the Soviet Union, the gain would 
be equivalent to an estimated 24 per cent of its exports. 

There is, of course, no certainty as to what the actual 
effect of the recent change in world market prices would 
be on exchange relationships within the area. World 
oil prices may decline from present levels and/or inter- 


national forms of co-operation may be found which 
may lighten the burden imposed by the higher prices on 
the importing countries. Faced with a greatly increased 
fuel bill and significantly changed relationships between 
the cost of imports and the cost of development of 
indigenous sources of supply, governments may opt not 
only for energy-saving patterns of production but also 
for a substantial departure from the traditional pattern 
of change in the structure of energy sources. 


TABLE 2.17 


Percentage distribution of total primary energy by source 2 
Se  —— — — ——————————— 


Production Apparent consumption b 
Country 1965 1970 1971 1972 1965 1970 1971 1972 
Bulgaria 
Coal В ee a Te 95.2 Oe: 92.5 94.0 74.1 61.8 58.5 575 
ОЕ... 2.2 Dall 2.8 2 24.2 355 39.3 40.6 
Чао и Fe a 0.7 3.9 2.9 2.0 0.5 1.9 3 0.8 
Hydro and nuclear ..... 1.9 Wea 1.8 1.8 12 0.8 0.9 ited 
Czechoslovakia 
Coal BOE ee ee red seas 97.2 97.1 97.3 97.3 89.7 81.8 80.3 78.9 
Ouest о ese. ele 0.3 0.3 0.3 0.3 7.8 14.3 15.6 16.8 
(Gas meer О о ое Wed 2.0 2.0 2.0 1.6 3.0 32 a5 
Hydro and nuclear ..... 0.8 0.6 0.4 0.4 0.8 0.9 0.9 0.8 
German Democratic Republic 
Coal Papas its а 99.5 97.2 94.8 91.3 93.9 86.9 85.4 80.9 
Oily eer bone ae eee tos 0.1 0.5 0.5 0.5 5.8 12.0 13.0 16.5 
[оо о So ee 0.2 2.0 4.5 8.0 0.2 0.8 1.4 22 
Hydro and nuclear 0.1 0.3 0.2 0.2 0.1 0.3 0.3 0.3 
Hungary 
Coal 82.3 68.9 67.5 64.6 76.1 60.6 SE 53.9 
Oil eh os as 10.9 12 11.2 eS LZ 24.9 21.2 29.4 
о ое 6.8 19.9 Diez 23.8 6.1 132 14.1 15.1 
Hydro and nuclear 0.0 0.0 0.1 0.1 0.6 1.4 1.7 Het! 
Poland 
Coal 98.1 95.3 95.3 95.2 92.4 86.4 85.7 85.2 
Oil 0.4 0.4 0.3 0.3 9.5 8.0 8.7 9.2 
ба ae 1.4 4.2 4.2 4.4 2] 5.4 55 5.4 
Hydro and nuclear 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.1 
Romania 
Cae 14.7 18.1 17.6 17.9 21.4 253 22.8 22.1 
A 37.9 29.2 28.6 28.1 23.5 237 24.1 24.4 
LES, eer gl veh nls ean i 47.1 522 52.9 52.6 54.9 53.0 52.8 52.8 
Hydro and nuclear 0.3 0.6 0.9 1.4 0.2 0.1 0.3 0.8 
Eastern Europe - | 
oon 86.8 83.1 82.4 81.4 82.7 73.8 rp 70.3 
a 57 оз 5:2 5:2 9.9 15.4 16.6 18.0 
: are ke Tee 11.2 12.0 12.9 Tell 10.4 
Hydro and nuclear 0.3 0.4 0.4 0.4 0.4 0.5 ie ne 
Soviet Union : | 
т. 44.9 36.5 35.6 35.0 51:1 42.2 41.1 40.0 
ee an 42.4 43.0 43.6 29.1 33.4 Вы 34.7 
г И .3 19.7 20.1 20.1 18.5 22.9 2 
Hydro and nuclear .... . 1.1 1.3 1.3 1.3¢ 1.2 Nes г. ao 


TABLE 2.17 (continued) 


Percentage distribution of total primary energy by source а 


Е ЕЕ о ee 


Соитту eee Production = рН" Apparent consumption 6 
1965 1970 1971 1972 1965 1970 1971 1972 


Е И es le ls See A 9 


Eastern Europe and Soviet Union 


Coal SENS. bss PRES 56.7 48.7 47.7 46.7 61.0 52.1 50.6 49.1 
о И 28.7 32.8 33.4 34.0 23.1 27.6 28.3 29.4 
и О - 13.7 17.4 17.9 18.3 14.9 19.1 19.9 20.4 
Hydro and nuclear ..... 0.9 ail 1.0 ake 1.0 ee 1D Nel 


SS SSS SSS Ss SSS 
Note.— See note to table 2.16. 


а Excluding miscellaneous minor solid fuels. For the Soviet Union, production of energy from all sources was as follows: 
In millions of tons 


of coal equivalent Percentage distribution 
1965 1970 1971 1972 1965 1970 1971 1972 
О, ake я Ms oy ets 976.6 1237.5 1300.9 1369.9 100.0 100.0 100.0 100.0 

of which: 
Coal a < ae ee ed re ey ЮВ 412.5 432.7 444.2 459.8 42.2 35.0 34.1 33.6 
а ие 346.4 502.5 537.3 572.6 355 40.6 41.3 41.8 
а Е 149.8 233.5 250.6 264.6 15.3 18.9 19.3 19.3 
Ну dro-electrics бр 2 wees 10.0 15. 15.5 15, 1.0 1:3 1:2 rot 
асан о — 0.4 0.5 1.0 — 0.0 0.0 0.1 
О вх ВЯ во ке а > 17.0 т, 16.7 21.2 ea 1.4 13 1.5 
Oillishale В о СО 7.4 8.8 9.5 9.9 0.8 0.7 0.7 0.7 
и О о але 33.5 26.6 26.6 25.7 3.4 2.1 2.0 1.9 


Ь Production plus imports and minus exports. 
с Including atomic energy equal to 0.1 per cent of total energy production. 


TABLE 2.18 


Total net imports of energy, 1965-1972 


a йи_цщ_ШЙЙШШ————————ЩМШ——Ш—Ш—Ш—Ш—Ш—Ш——3————————————————————— 


Millions of tons of coal equivalent In per cent of ’ 
apparent consumption 

Country 1965 1970 1971 1972 1965 1970 1971 1972 

ОЕ Sos бов ¢ 5 Oo 6 с 7.56 16.60 19.29 19.99 35.8 50.7 56.6 57.6 

Gzechoslovakia). ео 7.42 14.38 17.15 18.84 9.3 15.4 ES 19.1 

German Democratic Republic. . 14.82 21.62 23.14 26.86 16.0 IMD? 22.1 25.6 

HUngaATYe. A ее ПЕ 9.41 10.82 ПИ 25.0 29,5 Bo) 34.0 

POlAn Geer ee С. И 0 А М 5 У М sho) 

ПЕ бы о ов 652 5 —6.78 —1.40 —0.62 —0.67 —18.0 —2.3 —1.0 —1.0 

astern Europes.) и: 13.46 41.66 51:02 55.88 3.6 91 10.7 11.4 

Soviet Winiom, se. ee — 100.39 —139.62 —144.03 —138.87 —12.3 13.4 13.0 11.8 
Eastern Europe and Soviet 

ол ее: —86.93 —97.96 —93.01 82.99 И.Э 6.5 5.9 5.0 


I 
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TABLE 2.19 


Net imports by source of energy, 1970-1972 
(As percentage of apparent consumption ‚) 


Country 1970 1971 1972 
Bulgaria 
Total net import Fe 50.68 56.58 57.60 
COdl sera. Wea ore 16.52 18.28 17.62 
MEA оо бо 34.20 38.23 39.65 
Мата раз — = = 
Тесс ее. —0.04 0.08 0.33 
Czechoslovakia 
Total net import ui 15.80 17.53 19.05 
Со ee —0.30 —0.29 —0.23 
ремонт еее 14.03 15.36 16.58 
мата аз 1.62 1.92 2.25 
ОВ © в оо во 0.45 0.55 0.45 
German Democratic Republic 
Total net import an 21.17 22.08 25.55 
Coal arene oaks 9.38 9.41 9:25 
ПОЛИ о соо 11.62 12.54 16.16 
INBINTEULEAS 9 5 5 6 0.12 0.07 0.04 
ТАНИ о о боб 0.05 0.06 0.11 
Hungary 
Total net import oak D952 32.25 33:99 
Со 4 a eo 10.51 10.29 10.07 
РО, о ово 16.75 19.43 21,36 
Мата! ва ее. 0.92 0.92 0.89 
IGOR? Боос 1.33 1.62 1.67 
Poland 
Total net import .. —13.65 —13.13 —13.49 
(Oa) он но —22.12 —22.59 —23.46 
Petroleum’ = .... 7.59 827 8.90 
\Уанитай раз. > 0.88 1.19 1.09 
СЫ 6 6 oo © 0.01 —0.01 —0.02 
Romania 
Total net import = —2.33 —0.96 —1.00 
Goals. fees sn 4.84 4.60 3.97 
АИ ооо ос —6.16 —4.63 —4.05 
Natural gas .... —0.52 —0.31 —0.30 
У 5 Gon o 6 —0.50 —0.61 —0.62 
Eastern Europe 
Total net import os 9.08 10.69 11.43 
Во Ie ee ae —2.21 —2.11 —2.82 
ТОО ооо во 10.54 11.85 13:27 
INatural’ раз ae 0.62 0.79 0.82 
А оо 6 0 & 0.13 0.16 0.16 
Soviet Union 
Total net import >» 13.36 —13.04 —11.82 
Coaly a2 setae ar —1.96 —1.74 —1.48 
Petroleum!) об оо 134 —11.59 — 10.84 
Natural gas .... 0.01 0.36 0.58 
Electtcityae ames —0.06 —0.08 —0.08 
Eastern Europe and Soviet Union 
Total net import dn —6.51 —5.88 —4.99 
Coal ати —2.04 —1.85 —1.88 
ео, eee —4.66 —4.51 —3.75 
Natural 2а5 .... 0.19 0.49 0.65 
Несе, anemone 0.00 —0.01 —0.01 


Note. — See note to table 2.16. 


3. INVESTMENT 


(i) Plans and plan fulfilment 


Gross fixed capital formation was close to the planned 
level last year in the Soviet Union, the German Demo- 
cratic Republic and Czechoslovakia. Investment was 
slightly less than planned in Hungary and much less in 
Romania. Gross fixed capital formation was higher than 
planned in Bulgaria and substantially higher in Poland 
(tables 3.1 and 3.3).”! 


The increase in gross fixed capital formation over the 
year in the Soviet Union was modest in relation to both 
previous five-year plan periods and the first two years of 
the current five-year plan (about 4 per cent). The annual 
plan foresaw a reduction in the rate of investment expan- 
sion, mainly in order to speed up the completion of central- 
ized State investment.» The number of new investments 
to be started in the annual plan was 460 in contrast to 
700 in the preceding year. Investment resources were to 
be channelled increasingly towards investment comple- 
tions which were planned to rise much faster than actual 
investment. 


The two main objectives of the plan were attained. Not 
only was a big improvement in investment completions 
obtained (see table 3.2), but adjustment processes neces- 
sary for the future acceleration of investment were also 
induced. 


Czechoslovakia and the German Democratic Republic 
reached high rates of investment expansion (8.5 per cent). 
The investment plan of Czechoslovakia aimed at main- 
taining investment activity at the high level of the last 
four years while simultaneously increasing stress on 
modernization and rationalization and obtaining further 
improvement in investment completions. About Kés 
5 billion, or almost 10 per cent of investment in industry 
and construction, were devoted to modernization and 
comprehensive rationalization in these sectors. The 
number of simultaneously implemented projects was 
reduced and the starting of new investment was banned as 
long as preparatory work on the project remained un- 
completed. Both current investment activity and invest- 
ment completions were well maintained. 


71 Тре terms “‘gross fixed capital formation’? and “gross fixed 
investment’? are used in this text alternatively as referring to the 
process of creating fixed capital in the sense of equipment, construc- 
tiors and material goods of a similar nature (instruments, etc.). 

72 Planovoie Khozyaistvo, No. 7, 1973. A shift away from decen- 
tralized investraent was considered necessary for the reason that 
centralized State investment in the material sphere lagged behind 
the annual plans by 4.5 billion roubles in 1971 and 1972, whilst 
decentralized investment in the same years exceeded the plans 
by 27 per cent or 6 billion roubles. 
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Plan objectives in the German Democratic Republic 
were similar to those in Czechoslovakia with the stress 
also on large increases in investment, on substantial 
modernization and rationalization, the improvement of 
the efficiency of investments and on obtaining a rising 
proportion of completions. However, while in Czecho- 
slovakia this policy represented a consolidation of the pre- 
vailing situation, the policy in the German Democratic 
Republic aimed at and to a certain extent succeeded in 
giving a new expansionary momentum to investment. 


Hungary, by contrast, was another country which 
aimed at redressing the existing imbalance in the invest- 
ment sector. The planned limitation of investment ex- 
pansion for the second year running was necessary 
because of the extremelv sharp rises throughout the 1966- 
1970 Plan as well as in 1971 (the first year of the current 
five-year plan). The policy here also concentrated on 
modernization and on increasing the share of completions. 
The high shares achieved for investment completions and 
the accumulation of increased financial and material 
reserves indicate real possibilities for the early resumption 
of investment expansion at accele,sating rates. 


The investment plan of Bulgaria also aimed at stabili- 
zation rather than fast expansion, but actual investment 
increased rapidly for the second year in succession (9.3 
per cent and 8 per cent respectively). The increase of in- 
vestment in the first three years of the current five-year 
plan nevertheless has fallen back to roughly half of what 
it was in the preceding quinquennium (from 12.5 to 6.3 
per cent). 


Total investment in Romania, by contrast, increased by 
about 5 per cent and was well below its ambitious target 
and below the extremely high rates of the 1966-1970 
period (with the exception of 1969) and the first two years 
of the 1971-1975 Plan. There was also a marked decele- 
ration in the rate of investment completions. 


The investment performance in 1973 as in 1972 has 
shown quite exceptional features in Poland. Investment 
was planned to increase at high rates in both years (by 
about 10 per cent a year), but both the more modest 1972 
Plan and the more ambitious 1973 Plan were surpassed 
considerably and investment rose at spectacular rates in 
both years (about 23 per cent a year). The annual in- 
crease of investment in the past three years of the 1971- 
1975 Plan was thus more than double the rate of the 
previous five-year period (about 18 per cent as against 
about 8 per cent). 


The productive effort required for sustaining investment 
growth is considerable in all east European countries. 
Gross fixed capital formation as a proportion of net 
material product in 1973 ranged from about 30 per cent 
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TABLE 3.1 


Gross and net fixed capital formation, capital formation ratios and incremental capital-output ratios 
ee ee ee ее 
Billions of national ; 

currency units 


Ratio of 
Net Fixed capital capital formation Incremental capital 
material formation to NMP output ratios 
Country and period product Es ae NG Chih. mis Gross Net 
Bulgaria 
19662197. ORs eee cane к ma 8.6 Sal ate 35.9 А 4.1 
INS WP р а т 10.6 36 а 34.2 ae 4.8 
О © ce yd GTS Leong tec Ве Зе 11.4 4.0 не 35.0 с zy 
Plan 1973 р Se ae rn 12.3 4.1 ae 53 ее 4.1 
97S Mee em re os ws а xs 123 ca.4.3 ae 34.8 ae 4.0 
Ра ae sae у иг ine) nti №. se р т 
ото ие. А bee Gh, №: ws 11.4 4.0 on 34.7 Sus 4.7 
Planw 971197 Seeker atin Ю 5 12.6 ca.4 ne 3:7 aa 3.9 
Czechoslovakia 
196619 70m are ins fo ro eee ye ne 248.8 WH В ВИЙ ЕЕ 4.5 1.9 
О notes caer as, ии: 294.7 93.5 44.5 Вей isi! 6.2 3.0 
ое ets: Sees ee ek Cee ВЯ 101.6 48.2 32.5 15.4 Sh) 2.6 
Plan elO 73a eae ets sae eee Зы 109.4* ae 333" ee 65* 2 
19739 Peet ko Seat а ee 328.4* 110.1 ры 335 ah 6.4* 
Ра а: о ВАЗа on 3% Be oe we 
О О were оо Met Meer cals 311.8* 101.7* ae 32.6* on 6.0* 
PlanmlO e975) Magi jos ны се Spf te 104.5* ws 32108 an 6.37 
German Democratic Republic 
1966-1970 ие oles ae о РЕ 98.2 27.2 a 277 Ae 5.3 
LOH Se pee CES om пав, к Ase 113.6 33.0 oe 29.0 ate 6.4 
OUD (PARSER. a Gre. лид, Е 120.1 34.3 We 28.6 ate 4.9 
Plan 1973 к с Sears : 127.0 37.0 ae 29.1 = 5 
Пя лее cee 126.4 37.2 i's 29.4 Ss 53 
Leg ep eee ee eee Roca ey en, © < 18322. 39.2 ede 29.5 ae 5.9 -- 
А Gino wakes eee 120.0 34.8 ms 29.0 se 5.5 5 
Plein NEMA Бо Bo 6 ct Byte 124.6 34.9 Е 28.0 or 5-7 
Hungary 
LOG6=19 708 4. is cee to Gist we ee. т 231.5 76.2 36.0 32.9 15.6 4.8 Da 
LOA. от oar emia в 276.7 104.3 54.0 Siew! 19.5 5.8 3.0 
У А Re Ce cee 290.7 102.9 58.1 35.4 20.0 6.9 3.9 
Рае Ивье 303.8 105 Be 34.6 oe Pal 5% 
Зе К mee ae ee ker Nee sere : 310.1 102.7 56.8 33.1 18.3 4.9 2:7 
РАВ eS Oe f 5 Gee be oo 6 : 325.6 109 БЕ 335 dus 6.7 a 
И eit а dl gee в ох Л 292.5 103.3 56.3 35.3 19.2 5.8 Зы 
Plan 1971-1975 а Ее = 308 108-110* 0 35.57 te 2 
Poland 
19663197 OR о : TASS 200.4 as 28.0 os 4.7 
о 4 tae ре : 855.4 245.3 We 28.7 at 35 
д о РА ris № 941.7 302.7 ee 52:1 st 9 
ЕО USES ан чо о ь 1016 341.7 33.6 43 
OTS Os oie Pee 1036 372.3 35.9 3.6 
Plan 1974... .. . 1134 416.2 36.7 3.9 
9711973 944 306.8 32.5 3.5 


Blan 6 бо . . en 972 291 И 29.9 4 4.3 


a 


Se TABLE 3.1 (continued) ; 
Billions of national 
currency units 
Rati 
+5 ae Fixed capital CORTE? a Incremental capital- 
ae Country and period product мал pare ons 10 NE on pe RE ie oe 
Gross Net Gross Net Gross Net 
“Soviet Union 
Аср er eee О", ФИ 248.1 70.8 573 28.5 15.0 97 1.9 
LO “ee ок аи 301.5 88.0 Dani 29.2 17.8 SE) 3.2 
Seer ие И: ee 31333 94.3 55 30.1 17.7 ТЕ 4.5 
а О eee 332% 97.6 29.4 4.9 
Е оч пела ee S30 98.0 29.0 3.6 
Plane loa ee eS a 362)* 104.2 28.8 4.1 
ВОО Ме 6, И 1. <. Slo 93.4 29.4 Ball 
АО Seo. ии 352.4 100.2 28.4 4.0 


Sources: national statistical yearbooks; СМЕА Statistical Yearbook; plans and 
plan-fulfilment reports. 


Notes.— Net fixed capital formation is defined as completed gross fixed capital 
formation Jess depreciation allowances. 


Unless otherwise stated, all value data in tables in this section are at constant 
prices. Price bases are as follows: 


in the Soviet Union and the German Democratic Republic 
to about 35 per cent or more in Poland and Bulgaria. 
This measure, of course, is greatly affected by the price 
structure in each country and, in particular, by the rela- 
tionship between the prices of producer goods and con- 
sumer goods, but nevertheless indicates rough orders of 
magnitude and is particularly relevant for inter-temporal 
comparisons. 


In the first three years of the current five-year plan, the 
ratio of gross fixed capital formation to net material 
product increased sharply in Czechoslovakia and very 
sharply in Poland. The increase was less marked in the 
Soviet Union, the German Democratic Republic and 
Romania. In Hungary after two years of extremely high 
ratios it fell in 1973 to the average level of 1966-1970, 
while in Bulgaria it was about the same or slightly lower. 


With a sustained drive towards investment expansion 
bottlenecks within the investment sector are frequent in 
east European countries. The plan-fulfilment reports, 
practically without exception, refer therefore to various 
shortcomings in the investment sector. The preparation 
of projects is often too slow and shortcomings in the 
supplying industries are also frequent. Sustained expan- 
sion in the construction sector requires continuous 
measures of organization and the removal of capital and 
labour bottlenecks; any neglect in these respects leads to 
a slowing down of completions. In Czechoslovakia the 
average completion period is 4.5 years, which is considered 
to be 15 per cent more than the norm established by the 
Communist Party Congress.7”7 Completion of major 
investment projects in Hungary sometimes takes seven 
years instead of the five years considered as the rule.” 
In the other countries official criticism is less specific but 


73 Hospoddfské Noviny, No. 32, 1973. 
74 Figyelé, 8 August 1973. 


Bulgaria: 1962; Czechoslovakia: 1 January 1967; German Democratic Republic: 
1967; Hungary: 1968; Poland: 1971; Soviet Union: 1969, 


The amounts in national currency units are annual averages, 


When the range of values is given, the arithmetic mean is taken for the calculation 
of investment ratios and incremental capital-output ratios. 


The data for 1973 are preliminary. 


is frequently focused on both the length of completion 
periods and the delays in attaining full rates of production. 


Current statistics of investment completions in 1973 are 
available for four countries (table 3.2). The performance 
in respect of investment completions is improving in the 
two countries, the Soviet Union and Hungary, where 
investment was restrained in the last one or two years. 
They also show an improvement in Czechoslovakia in 
spite of a very fast investment expansion. By contrast 
completions are increasingly lagging behind investments in 
Romania where a slow-down of investment expansion is 
already noticeable. With the speeding up of investment 
the rate of completions is declining in Poland for the three 
years for which this information is available. The per- 
formance in respect of completions shows important 
fluctuations in Bulgaria. (No statistics are available on 
investment completions for the German Democratic 
Republic). The performance in respect of new capacity 
is nevertheless remarkable in most east European coun- 
tries. 


The relationship between current capital inputs and 
output, as indicated by incremental capital-output ratios 
shown in table 3.1,” considerably improved (in compar- 
ison with the 1966-1970 period) in Poland, where a rising 
investment effort was accompanied by even higher rates 
of output growth. Investment and production policies 
here seem to have succeeded in overcoming the com- 
parative inefficiencies of a preceding period. Incremental 
capital-output ratios in 1973 are about the same as in the 
preceding five-year plan period in the Soviet Union, the 
German Democratic Republic, Hungary and Bulgaria; 
by contrast there was a sharp increase in Czechoslovakia. 


75 For a comment on use and limitations of this coefficient see 
Economic Suryey of Europe т 1968, chapter II, section 5, р. 146, 
footnote 151 


124 Recent economic developments in eastern Europe and the Soviet Union 
TABLE 3.2 


Fixed capital brought into operation and change in the stock of uncompleted investments 
(Billions of national currency units and percentage shares) 


Changes in the stock 


of uncompleted 
Fixed capital brought into operation investments 
As percentage As percentage As percentage 
Gross fixed of total of gross of total 
capital gross fixed gross 
formation fixed capital fixed 
о capital formation capital 
Country and year Total Industry Total formation Industry in industry Total formation 
Bulgaria 
О eon sits we er ers 855) 1.6 52 89.8 1.4 88.7 0.4 10.2 
О eae. Se 3.6 1.6 27 74.7 1.0 591 0.9 25:3 
Пьер По о 3.8 1.6 3.4 89.8 2 75.8 0.4 10.2 
LOS Serene heehee, Scio. 4.3 1.8 sr Ste ое ae st ae 
Czechoslovakia 
о ИА 88.5 33.6 82.2 92.9 32.5 96.7 6.3 Fak 
SOL SS оао oe Gels ee Us 93.5 35.1 86.9 93.0 S25 93.2 6.6 7.0 
Л ee а ems eet) ее 101.6 36.1 93.0 91.5 33.9 93.9 8.7 8.5 
O13 Seem erie ote ООО 110.1 * us 105.0 * 95.4 * ays ae Sal 4.6 * 
German Democratic Republic 
LOW OUR ets eos es te 32.8 slg 
оо Meine ence 33.0 17.6 
19572 Serer yicuem eh es 34.3 18.7 
ПО но 87.2 20.4 
Hungary 
1G ate cate Г 93.5 31.6 87.7 93.8 ЗО 90 * 5.8 6.2 
о мо бен 104.3 35.6 91.8 88.0 ЗЫ 89 * ia 12.0 
ао 102.9 SBT! 98.5 95:7 Siler Si 4.4 4.3 
(STFS: See SesB ica ci aaa 102.7 35.3 99.2 96.6 ae Ad 3.5 3.4 
Poland 
LO 7 OG о ce entice tole 207.1 80.4 201.6 97.3 82.3 102.4 35) 2) 
OF meee Perce tan Ny oats 245.3 98.1 214.3 87.4 81.6 83.3 30.9 12.6 
ао ss 302.7 132.0 263.0 86.8 112.9 85.5 40.0 13.2 
UOT Sreustle ce, te aol Mente 372.3 ae We ie 
Romania “4 
TOTO Me te cis ie ns 74.8 38.0 69.0 92.2 355 93.5 5.8 AES 
OTe ts nie at ее 82.6 42.9 73.7 89.2 35.9 83.9 8.9 10.8 
р КЕ oat 91.7 49.3 VAP 84.2 37.6 76.2 14.5 15.8 
аи мое (91.2) b об (73.7) © 80.85 ee ee (17.5) b 19.26 
Soviet Union 
О 25 ae fora 82.1 29.5 ASS 94.8 dis as 4.3 S22. 
NOT и а О hey oon tee recer 88.0 31.0 82.7 93.9 hs ae 5.3 a 
ов. 94.3 33.1 85.4 90.6 ae ae 8 8 2 9.4 
ое №. оо у 92.2 94.1 _ a 5.8 5.9 


Sources and notes: as for table 3.1. а State and co-operative sector 
Note.— Data for Bulgaria and Poland are at current prices : $ i 

. : prices and Гог Romania at Ь Centrally planned State шу 
1963 prices. The change in the stock of uncompleted investments is the difference ы А 


between gross fixed capital formation and fixed capital brought into operation. 


; 


va 


ee ee От ee ee rts 


~~ (ii) Distribution patterns 


The distribution of gross fixed investment between 
sectors and branches (tables 3.3 and 3.4) tends to change 
very slowly, although more marked signs of change are 
observable in the 1971-1975 Plans. The main reason for 


this stability of the distribution pattern, apart from the 


inertial effect of previous plan patterns, is the continuing 
pressure of conflicting priorities by which demands for 
an extension of the investment share of one sector are 
counteracted by demands for the extension or main- 
tenance of the share of another. This conflict of priorities 
is strong between the conflicting demands for basic energy 
and raw material development, for technical progress in 
processing industries, and for the quantitative and quali- 
tative improvement of consumer supplies and housing. 


However, in spite of these sharply conflicting investment 
requirements in the domestic context, there are now clear 
signs of an increasing specialization between countries in 
the development of new production capacities. Previously, 
inter-country co-operation placed relatively more empha- 
sis on the effective utilization of existing capacity. 


The investment programme of the 1971-1975 Plan of 
the Soviet Union incorporates a very large shift from the 
non-material sphere towards the material sphere with 
substantially increased shares for industry (from 36 to 
42 per cent), agriculture (from 17 to 22 per cent), and 
transport (from 9 to 10 per cent). The transition to this 
new investment pattern has progressed slowly for the 
industrial sector but quickly for agriculture and trans- 
port. The distribution within industry, however, already 
clearly reflects the new priorities attached to technically 
advanced industries such as engineering and chemicals, 
and to preponderantly consumer-goods branches such as 
wood, pulp and paper, and textiles, clothing and foot- 
wear. 


The investment pattern in the five-year plans of Poland 
and Romania show, within unchanged shares for the 
material and non-material spheres, large extra allocations 
to industry (in Poland from 39 to 43 per cent and in 
Romania from 50 to 52 per cent). The share of the indus- 
trial sector in the first years of the plan actually increased 
considerably in Poland, but less sharply and only in the 
second year in Romania. The shift within industry 
toward engineering and building materials was similar in 
both countries. In Romania this shift was also combined 
with increased priority for chemicals while in Poland there 
was an additional shift within industry towards light and 
food industries. In Poland allocations were also increased 
for transport and in Romania for construction and trade. 


The allocation pattern of gross fixed investment shows 
similar characteristics in two countries which are rela- 
tively poor in fuel and raw material resources, viz. the 
German Democratic Republic and Hungary. In its five- 
year plan actually the German Democratic Republic 
decided to reduce the share of investments in the materia! 
sphere, with a particularly heavy impact on allocations 
to industry, transport and trade. In Hungary the planned 
reduction of extra allocations to the material sphere 
was less pronounced: an expansion of the share of industry 
and construction was provided for and a considerable 


extra allocation to transport. In the process of imple- 
mentation the share of industry in the German Democratic 
Republic, instead of being reduced as planned, was sharply 
increased 7® while in Hungary it was more or less un- 
changed. In Hungary there was an increase instead of a 
reduction in allocations for agriculture. The share of 
agriculture in the German Democratic Republic declined 
substantially below the planned level. 


The industrial investment pattern in Hungary and the 
German Democratic Republic was similar. Priority was 
given to chemicals and light industry in both countries, 
but in the German Democratic Republic the shift was 
primarily towards heavy chemicals, electric power, pri- 
mary fuels and ore mining while in Hungary industrial 
investments were channelled mainly towards light chemi- 
cals and building materials. 


In Czechoslovakia and Bulgaria the planned shift in 
the composition of investment was from the material 
towards the non-material sphere. Within the former, 
allocations were generally increasing more than planned 
in both countries in transport and construction. These 
increased allocations for construction are obviously called 
for by the substantial increase of investment (both planned 
and achieved) in the non-material sphere particularly in 
housing. 


The change in the pattern of industrial investment 
in Czechoslovakia is in favour of fuel and power, 
building materials and light industries. Both the planned 
and the actual pattern in Bulgaria shows shifts towards 
engineering, building materials, wood, pulp and paper. 


(iii) Construction and machinery 


In comparison with the pattern in the preceding five- 
year period, the material composition of gross fixed 
capital formation in the Soviet Union, Czechoslovakia 
and Hungary remained comparatively stable in the first 
years of the current five-year plan. The construction and 
machinery components, as in the preceding plan period, 
grew at roughly the same rates in the Soviet Union, 
Czechoslovakia (where previously there had been a slight 
increase in the share of machinery and equipment), and 
in Hungary (where previously there had been a rise in 
the share of construction). In the last three years in 
Poland, Romania and, less pronouncedly, in Bulgaria the 
share of machinery and equipment rose very sharply 
(table 3.5). 


76 The strong pressure of competing demands for a sharp increase 
of industrial investment constitutes the background to the following 
policy statement by the Prime Minister (Neues Deutschland, 
20 December 1973): 

“New investment projects will henceforth only be considered 
if proof has been produced that the building work and supplies 
of equipment required are guaranteed. This will make it possible 
to complete important projects at an earlier date and to raise the 
share of investments for rationalization purposes in total invest- 
ments in all material spheres from 51.8 per cent in 1973 to 54.1 
per cent in 1974. This is a substantial increase considering the 
great volume of investments for expansion required in the basic 
industry, notably to enlarge the energy basis and produce chemical 
and metallurgical raw materials.” 
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The rate of output expansion in the construction 
sector in Romania last year was about the same as in 1972 
but less than two years earlier. Output grew sharply in 
Poland in comparison with both preceding years; growth 
was less sharp in the German Democratic Republic and 
Bulgaria but was also higher than in the two preceding 
years. In Hungary output grew very little and hardly 
above the low increase in the year before. In the Soviet 
Union and Czechoslovakia output, which in previous 
years had grown at much higher rates, decelerated in 1973. 


In comparing the five-year averages of the 1966-1970 
Plan period with the three-year averages of the 1971-1975 
period the outstanding feature is the radical acceleration 
of output in Poland. In Czechoslovakia there was a 
modest acceleration of output anda slight deceleration 
in the Soviet Union. Output decelerated sharply in 
Romania (to about two-thirds of the earlier average) 
and in Hungary, the German Democratic Republic and 
Bulgaria (to about one-half the former average tate): 


The contribution of productivity increases to the expan- 
sion of construction output last year was considerable in 
four of the countries for which this information is available. 
In the Soviet Union, and Czechoslovakia, output increases 
of 5-7 per cent were accompanied by productivity increases 
of 4-5 per cent (i.e., between two-thirds to four-fifths of 
the output expansion was obtained by productivity in- 
creases). On the extremes, output expansion by 21 per 
cent in Poland was due to 12 per cent to productivity 
increases (three-fifths) while in Hungary the modest 3 
per cent increase was entirely due to higher productivity 
(table 3.6). 


In the years 1971-1973 output growth was dominated 
by productivity increases in three countries. In the Germans 
Democratic Republic about three-quarters of the output 
increase came from the rise in output per man, in 
Hungary the whole of this increase (although with a low 
rate of output growth), and in Czechoslovakia two-thirds 
(implying a fast growth of both output and productivity). 
The share of employment and productivity in output 
expansion in these years was about equal in the Soviet 
Union and Poland while the share of employment was 
larger in Romania and, most likely, Bulgaria. 


Output expansion in the construction sector was gen- 
erally much less labour intensive in these years than in 
1966-1970. The contribution of productivity in relation 
to employment increased considerably in the expansion of 
construction output in the German Democratic Republic 
and Hungary and it also increased materially in the Soviet 
Union and Czechoslovakia. Even in Poland where the 
increase in output was extraordinarily high there was no 
deterioration in the relative contributions. The change 
in Romania and Bulgaria also appears to have been minor. 


| Output expansion in the construction sector was capital 
intensive in eastern Europe in 1971-1973, as it was in 
1966-1970: extra inputs of fixed capital in both periods 
markedly surpassed extra inputs of manpower. However, 
returns to the rising capital intensity of employment 
(fixed capital per employed) were uneven as between 
countries. Only in Czechoslovakia did increases in fixed 
capital per employed and output per employed develop 


In the other countries, increases in 


roughly in parallel. 
oe larger than increases in labour 


capital intensity were 
productivity. 
reduced recently in Poland and the Soviet Union, but 
remained particularly large in the German Democratic 
Republic, Hungary, Romania and Bulgaria. 


Supplies of material inputs for construction (as far as 
can be assessed from relative changes in expansion rates) 
appear to be forthcoming without any major disturbance 
in most east European countries. Output expansion т 
the building materials industry in these countries, as a 
rule, preceded the expansion of construction output (table 
3.5). Relative changes appear to be favourable through 
both 1966-1970 and 1971-1973 in the Soviet Union and 
Romania. Recently there appears to have been more 
ample supplies of building materials in the German 
Democratic Republic, Bulgaria and, to a lesser extent, in 
Hungary. The discrepancy in the material inputs-to- 
output relationship in the construction industries of 
Czechoslovakia and Poland appears to be more persistent. 
The margin widened particularly sharply in Poland in 
the last few years. 


The share of investment construction and installation 
work in total construction output generally appears to be 
decreasing in eastern Europe and the share of repair and 
maintenance work to be increasing. This tendency to 
some extent compensates for earlier periods of disrepair 
and neglect of maintenance which, for many years, was a 
corollary of the extended efforts to increase the volume of 
new investment. This change has occurred more recently 
in the German Democratic Republic and Hungary which 
have a relatively older and often obsolete capital stock: 
the allocations for repair and maintenance in these coun- 
tries, contrary to the years 1965-1970, increased faster in 
1971-1973 than allocations for investment. The shift in 
this direction occurred in many countries many years ago 
and prevailed through 1965-1970 as well as 1971-1973. 
By contrast, there have been signs largely of a strained 
investment situation in Romania and Bulgaria due to the 
faster expansion of investment construction than of 
total construction output. 


The expansion of engineering output also was higher 
as a rule than investment expansion. The volume of 
domestic supplies of machinery thus increased but did not 
in all cases meet the exacting standards sought by domes- 
tic investors.77. Machinery imports, therefore, remained 
one of the main sources of new technology. The majority 
of patents and licences was purchased together with 
complete sets of imported factory equipment. The in- 
vestment process thus constitutes a powerful link integra- 
ting these countries into the international economy. In 
this situation problems of investment demand and supply 
become a central issue of each country’s national and 
international economic policy. 


77 Domestic engineering industries, of course, cannot reach highest 
world standards for all items of equipment required for domestic 
investment. A recent official survey in Czechoslovakia found, for 
example, that only about 10 per cent of engineering products were 
of the technically highest world standard; 54 per cent were on the 
world average and 36 per cent were below the world average 
(cf. Hospoddfské Noviny, No. 42, 1973). 
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The discrepancy appears to have been. 
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TABLE 3.5 


Fixed capital formation by type of capital good, and output and foreign trade of capital goods industries 


Annual percentage changes 
Percentage shares 


Gross fixed capital Foreign trade of in gross fixed capital 
formation Output of capital goods industries machinery and equipment 4 formation 
Е Е: ay 
ee ee Enginecring Supply | ее e 
Country and period Construction equipment Construction industry industry Exports Imports balance b Construction equipment 
Bulgaria 
1966-19705 ee 10.1 13:3 12.1 10.2 15.6 14.9 Я 6.3 50.2 37.2. 
Па... — 6.2 9:1 2.8 10 15 16.4 23.9 51.0 46.4 36.6 
W972 о Ee 13.3 Ganon 4.0 12 13 22.4 18.6 8.1 48.0 35.0ie 
Plan 1973 of ae ый и 19.2 s% bs и 4c ss 
т as ar 7.0 a a 26:5 © Mh 
Czechoslovakia 

1966-1970... . . ipl eS 7.9 6.9 9.2 7.9 9.0 —6.0 61.9 38.1 
LOTR. Bo ee 6.6 4.1 9.5 7.9 8.5 8.8 Je 10g 61.8 38.2 
[972 Ainge dt ee ITB i! 4.9 9.8 4.5 7.8 AS) DES —5.0 63.2 36.8 
Plan 1973 re 4.6 10.2 5.0 8.0 ei! ae aie de aS ee 
У, ме teh eek ak 4.94 14.62 6.7 6.5 8.3 5.0 25.4 33.0 61.64 38.4а 
Plan 1974 а м on 6.3 a =: ae 2, 
ПЕС ооо 7.4* 6.3" 8.7 6.3 8.2 Wop 13.9 
Plan 1971-1975 .. es ee 6.7 8.0 Tal 


German: Democratic Republic 


1966-1970 — a. 9.2 10.1 8.3 5.8 8.2 9.1 26.7 el 40.7 52.8 
а СЕ ато Зи 2.3 —1.9 5.6 6.5 6.4 11.0 0.5 —5.4 40.9 51.8 
аи: Ses) 72.3) 2.8 3.0 6.3 11.2 5.0 —22.0 41.2 51.6 
Plan 1973 А к os 7.6 aie ae В ae a ae =: 
(S73 ео a oe 4.6 12.0 3.9 7.1 qed 9.7 22.1 9.8 40.1 Soe, 
Plan 1974 oleae т AE 6.1 ze hc = eS р = ae 
ПОС Бы ва 4.1 4.0 4.1 5.4 6.8 10.6 9.0 Е 40.8 51.9 
Plan 1971-1975 .. <4 ей 5.0 

Hungary 
1966-1970 = a 1332) iil © 10.7 5:2 Ie 7.6 11.6 ae 47.2 52.8 
LOW Stee ea een 9 16 * 7 3 8 7.6 40.5 м 49.7 50.3 
ОИ ers atte: — —5* 2 3 5 28.1 —9.0 ie 50.8 49.2 
Rian 199 ee 4 4.3 6.5 
а ae 3 6.7 5.6 19 —5 
Plan 1974 4 6 7-8 
ЕО. 4.0 4.2 6.2 18 7 
Plan 1971-1975 7-8 

Poland 
1966-1970 ..... US 9.3 8.6 6.7 1253 12.4 10.9 Ss 58.3 36.1 
ПО Ве в 4.7 10.5 6.2 6.5 12.4 10.9 10.1 oe 55.9 37.9 
ее в 14.3 В] 16.4 8.6 13.0 15.8 36.9 = 51.8 41.5 
а 1007 бора 13.4 12.3 13.34 6.5 11.9 es 27 | 
1973 а: Me ae 20.8 а 6.5 ms: fea) & 41.8 ¢ ae 
Plan то es: 13072 te 10.6f 8.6 19.1 ip 
971-1973... , 17.9 7.2 4.7% x Hf x 

ey 6 | 32 la 28.9* 

Plan 1971-1975 . . a а 34 7.48 11.9 11.8 11.0 

Romania 
ео re 10.4 13.0 Lies 13.0 15.8 55 12.9 10.4 47.1 38.3 
ioe eee eee 10.1 10.5 9.3 14.1 15.9 14.8 12. —9.0 46.3 40.3 

(2 ip Soest ec Sot 16.0 7.0 10.5 = 8 57 2 aie . iS В 

м i ‘ . 0.5 15.8 ae 25.4 28.7 45.1 42.17 
(a re: WA ees bs Ee i. 73 67 20.7 39.0 32.0 a 44.8 h 
Plani974 я Г Е к 
1971-1973 т: ая 3 8.0 


Plan 1971-1975 
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г TABLE 3.5 (continued) 
Fixed capital formation by type of capital good, and output and foreign trade of capital goods industries 
a eee 


Annual percentage changes 


Gross fixed capital 


Percentage shares 


formation Output of capital goods industries м pare, a Г а 
с a Building Machinery 
у an terials — Engi i 
Country and period Construction equipment Construction а И Exports Imports pees Construction ee 
Soviet Union 
тЫ о 7.0 7.6 7.4 8.4 Wty 11.0 9.2 —3.2 62.1 30.4 
_ И eae = a0 8.8 8.5 U3 9.1 Я 12.6 62.2 30.2 
Sr Sol ee И ‘ : 6.8 7.0 12 у - 
Pin 1973 ak Е Е |. 10.4 Г. ae — a a 
в 5.34 8.0 12.0 = а ‘§ - < 
Е ate Е 3 : 15 
Plan 1974... Г 2 и - ei = : . 
ое —— ~: 6.9% 7.8 9.2 11.5 12.5 ~ £ я 
Plan 1971-1975 Je Se oe 1S 7.0 11.0 ae ; 
Я Е ПЕ ЕЕ И ЕЕ ЕЕ 
Sources and notes: as for table 3.1. d State and co-operative sector. 
@ At current prices. e Eleven months. 
6 “*4? — increase in import surplus or decrease in export surplus; f Work on investment and capital repairs. 


aC, 95 


—?’ — increase in export surplus or decrease in import surplus. 
с Nine months. 


In the Soviet Union, Czechoslovakia, the German 
Democratic Republic and Poland, the possibilities for in- 
vestment expansion were greatly increased by increasing 
import surpluses or reducing export surpluses in the course 
of 1972 and 1973. These developments substantially in- 
fluenced the whole investment process in Czechoslovakia 
and the German Democratic Republic last year and in 
the Soviet Union and Poland in the last two years. 


Engineering exports by contrast have been given higher 
priority in recent years not only in Hungary, which is 
a traditional machinery exporter, but also in Roma- 
nia and Bulgaria, which have only recently become im- 
portant exporters of machinery and equipment. 


(iv) Investment finance 


Investment financing in 1973 and in the Plans for 1974 
generally follows the traditional pattern of socialist coun- 
tries. Centralized State investment is covered to an 
important degree by budgetary allocations. A further 
important part of finance is provided through self- 
financing from enterprise profits and amortization allow- 
ances. Long-term credits and postponement of payments 
also have their role. Additional financing possibilities 
are obtained from eventual reductions of machinery prices 
and construction costs and the mobilization of additional 
resources by the investing firm or enterprise itself. In 
decentralized investment of the State and co-operative 
sector self-financing and credits are preponderant. Hous- 
ing finance during the current five-year plan is being 
shifted increasingly from budgetary financing towards a 
combination of financing through credit and self-financing 
of individual dwelling owners.** 


78 On the financial aspects of housing see section 4. 


8 Including glass and ceramics. 


h The share of equipment installed in plants (excluding items not requiring instal- 
lation) increased from 19.8 per cent in 1972 to 23.5 per cent in 1973. 


The Soviet financial exercise in 1973 and the financial 
programme for 1974 reflect a clear tendency towards 
increased centralization. The share of centralized State 
capital investment in total investment is to rise from about 
72 per cent to about 75 per cent, as can be seen from the 
table on the next page. 


The reduction in the share of decentralized investment 
and individual dwelling construction thus is being offset 
in the Soviet Union by increased budgetary allocations, 
self-financing of State and co-operative enterprises, as 
well as additional long-term bank credits and other sources 
(mainly the postponement of payments). 


The Soviet Union, in contrast to most other east 
European countries, aimed at, and partly succeeded in 
reducing investment costs. Domestic sales prices of 
machinery and equipment of domestic origin were reduced 
on average by 12 per cent on 1 January 1973—with 
decreases in the range of 15-20 per cent for electronic 
equipment, radio-technical equipment, electrical equip- 
ment and instruments.’® The reduction in construction 
costs was less satisfactory: they were expected to decrease 
through better planning and plan implementation by 3-5 
per cent in the course of 1971-1975 (annually by 0.6-1.0 
per cent) but “the ministries placing orders were fulfilling 
these tasks only slowly and, instead of lowering the costs 
of units constructed, tolerated their increase’’.*° 


Serious shortcomings exist, moreover, in the financial 
and management practices of construction enterprises. 
Many of them reportedly fail to fulfil their assigned tasks 
for cost reduction, their profit plan and their budgetary 
obligations. Construction ministries failed to meet their 


79 Ekonomicheskaya gazeta, No. 20, 1973. 
80 Finansy SSSR, No. 1, 1974, p. 12. 
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ee ee ee 


Centralized State investment. . . 
Of which: 
Budgetary allocations . 


Enterprise profits ee 
Amortization allowances .. . 


Savings from the lowering of machinery prices . 
Other means provided by investing firm or admin- 


ifm оо вас 
Long-term bank credits 
OfhewSOurceS stare) ence: 


Decentralized investment and individual dwelling con- 


struction 


1973 1974 
ата Е Ем 
a Billi 
Bees Per cent Roubles Per cent 
70.5 Wiles) 78.0 74.8 
33.8 34.5 Bee Boil 
ies MES 13.1 12.6 
16.1 16.4 17.0 16.3 
2.4 2.4 2.4 Die) 
1.4 1.4 1.6 15 
23 253 PA 2.6 
8:2 353 4.0 3.8 
Mee 28.1 262 25.2 


Source: Finansy SSSR (official publication of the Ministry of Finance), No. 1, 1974. 


plan for the increase of labour productivity in all years 
of the current five-year plan. They employed more 
workers than planned and each year they over-spent their 
wage fund. Material losses were also frequent on con- 
struction. Foregone profits on these accounts were offi- 
cially estimated to have reached more than 1 billion 
roubles in three years. 


Foreign financing possibilities played an increasing 
role in capital formation in Poland (see table 3.7) where 
they added an estimated 4-5 per cent to domestically 
produced resources for distribution between consumption 
and investment. Another important source of investment 
finance was the growth of national income which was 
higher than planned. Net material product grew at about 
10 per cent instead of the planned 7.9 per cent and the net 
import surplus was double the planned amount. This 
permitted distributed national income to increase by 
14 per cent instead of the planned 10 per cent. Thus gross 
investment increased by 23 per cent instead of the planned 
13 per cent without affecting the planned growth of con- 
sumption. 


In addition to Poland, the role of foreign finance also 
increased in Czechoslovakia (see table 3.7). 


The international aspects of investment finance in 
Hungary are of a different nature. Hungary ran up a con- 
siderable trade and payments deficit in the years ending 
in 1971 and is presently engaged in planning export sur- 
pluses. 

A similar situation appears to exist in Romania and, to 
a lesser extent, in Bulgaria as appears from the following 
text-table which indicates a net withdrawal from domestic 
resources through exports instead of an addition to do- 
mestic resources through imports. 


Investment financing in Hungary is noteworthy for an 
additional reason. Apart from administrative measures 
aimed at limiting investment expansion, Hungary makes 
widespread use of financial instruments regulating ш- 
vestment. The financial policy measures taken from 1971 
onwards and effective in 1973 included: (a) a prolongation 


Net commodity imports (+) or exports (—) in million dollars 


EE 


Romania Bulgaria 
тт ee — 82 
Порево Зе as elt — 55 
Plan 1973 — 362 — 
О ee ee AO — 107 


nn nL U EE aEEEE EEE ESD 


of the credit freeze for the first six months of 1972 and 
a restrained credit policy in the following eighteen months; 
and (b), the requirement of a 30 per cent contribution 
from own resources to finance investment. 


Investment financing faces greater difficulties in the 
east European countries than in the Soviet Union because 
price and cost stability is more difficult to maintain in 
the investment sector for two reasons. The first is that 
the existence of flexible wage, retail price and supply 
policies obviously increases the difficulty of maintaining 
stable construction costs; and the second is that the greater 
the import dependence on machinery, the greater the 


Annual percentage changes 


1966-1970а 1971 1972 1973 

zechoslovakia 

Investment cost index... . 1.9 —0.6 —0.7 

Hungary В 

Investment cost index... . 5.7 es, 4,8 2.8 
Of which: 
Construction costs .... 7.7 3.0 4.2 3.0 
Domestic machinery prices. 3.3 0.8 4.4 as) 
Imported machinery prices . 5.6 0.2 Tol ЗЕЕ 

Poland 

Investment costindex .... 0.1 9.9 0.1 


Sources; national statistical yearbooks and bulletins; plan-fulfilment reports. 
а 1968-1970 for Hungary. 
b Refers to State and co-operative investment. 


с Of which : imports from CMEA countries, 0.5-1 per cent; imports from western 
countries, 8-10 per cent (provisional estimate). 


Investment 


TABLE 3.6 


Gross output and factor inputs in construction 


Country and period 


Bulgaria 


1966-1970 . 
1971 

1972 

1973 с 
1971-1973 


Czechoslovakia 


1966-1970 . 
1971 

1972 
ПОЗ. 
1971-1973 


German Democratic Republic 


1966-1970 . 
1971 

1972 

ое 

Plan 1974 
1971-1973 . 3 
Plan 1971-1975 . 


Hungary 


1966-1970 . 
1971 

1S 7 

OS се 
1971-1973 


Poland 


1966-1970 . 
1971 

1972 

CWS! ec 
1971-1973 


Romania 


1966-1970 . 
1971 

1972 

OS с 
1971-1973 


Soviet Union 


1966-1970 . 
1971 

1972 
ТОВ. 
1971-1973 


Sources and notes: see table 3.1. 


Norte.— Data refer to construction sector only (excluding cons 


tions in other sectors). 
a Annual average. 
b Workers only. 
c State and co-operative sector. 


(Annual percentage changes) 


Gross output Fixed assets Employment Fixed assets Gross output 


I 17.4 
2.8 7 
4.0 
7.0 
6.3 
7.9 7.6 
9.5 А 
9.8 9.3 
6.7 
8.7 

а 
8.3 10.3 
5.6 8.2 
2.8 Woh 
3.9 6.8 
6.1 oe 
4.1 7.4 
5.0 

10.7 |115 
7 20 
2 24 
3 
4 
8.6 11.6 
6.2 Sal 
16.4 16.7 

20.8 с 
14.3 
les NS bof 
9.3 16.1 
7.0 13.9 
Ws 
8.0 
7.4 12.8 
8.8 8.7 
6.8 8.7 
5.916 
6.9% 


Gn 
2.4 
1.6 


5.8 


4.5 


Per employed 


10.5 
10.1 


47 


6.1 


8.3 


5.0 


truction work performed by enterprises and organiza- 
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TABLE 3.7 


Supply and use of resources 


Billions of national currency 
units at constant prices 


Billions of national currency 


Millions units at constant prices 


of dollars 


Net capital formation 


Total 


i у № dit Е я 
fees : neal ВН т ОР eae ен мы 
Country and period distributed product exports (—) Total capita 
Czechoslovakia 
ESE Ls т trae ee ge 282.8 294.7 —11.9 —171 61.7 44.5 17.2 гг. 
в: 299.4 312.2 —12.8 —253 65.0 48.2 16.8 234. 
Раш 1979. ро os т 328.1 +63 
Ею 328.4 apes 
21а 1974 олень 345.5 
Hungary 
Fal meee ern tLe om, acy 299.4 276.7 5-77 +490 83.5 54.0 29.5 215.9 
о ce ks ep 288.0 290.7 —2.7 —137 65.4 58.1 Tes 222.6 
Е о eee ee & 300.0 303.8 ae — 148 Ви = ie re 
LO CN a Е 296.8 SO —13.3 —514 64.3 56.8 и 237.5 
Plan ПО есь 326 * 8256 —* = 69° 257 
Poland 
IS Sona er о 841.8 855.4 —13.6 + 166 247.1 184.8 62.3 594.7 
IESE etapa eo ale, eS 948.5 941.9 +6.6 +402 299.7 235.) 64.6 648.8 
BlanwlO7S =. han ve go c 1 040.5 1 016.0 +-24.5 + 837 sv 
OWS eee ee ee wa eas 1 081.0 * 1 036.0 2249.0. 8 ail SOD 
Plann Aa боры [2.08 1 134.0 +48.0 а se 175 
Soviet Union 
OT lie ee otic gangs. eae 283.5 301.5 —20 —1 328 87.1 597 33.4 196.5 
Пе В т 293.0 313.3 —20 +686 86.0 55.5 30.5 207 
ав 1973. 311.0 832+ —21 и 
О ее sc 313.0 388 * —25 —438 
Plan 1974 ee us se 333.0 362) * —29 ae 


Sources: national statistical yearbooks; CMEA Statistical Yearbook; plans and 
plan-fulfilment reports. 


Notes.— The figures for 1973 are preliminary. 


difficulty of avoiding higher machinery prices when 
foreign prices are rising. 

The east European countries have met these problems 
in two different ways, some making annual adjustments, 
the others adjusting them at intervals of several years. 


Hungary appears to have followed a policy of flexible 
but controlled adjustments. The investment cost index 
rose considerably in 1972 because of fast increases of both 
construction costs and machinery prices (see the text-table 
above). By contrast in 1973 there was a smaller increase 
of domestic investment costs and practically unchanged 
prices for machinery imports from CMEA countries, but 
continuing price increases for imports from western coun- 
tries. In Romania investment costs appear to have fol- 
lowed a similar pattern, an estimated 4.5 per cent increase 
of investment costs probably reflecting sizeable increases 
in the prices of imported machinery. 


No direct comparison is possible between import and export surpluses in terms of 
national currency units (derived from national accounts) and the same balance in 
foreign-trade dollars (derived from foreign trade statistics) because of the differen- 
tial impact of domestic “‘price equalization’ (subsidies and taxation). The difference 
between net material product and distributed national income, moreover, includes 
losses, waste and statistical discrepancies. Even the sign of the balance may change 
in reverse for these reasons. 


The available information on changes in investment 
costs show very little change in 1972 in Poland and some 
reduction in 1971 and 1972 in Czechoslovakia. The 
small rise in Poland followed an increase of about 10 per 
cent in 1971. In Czechoslovakia investment costs rose by 
10 per cent between 1965 and 1970 (1.9 per cent per 
annum), most of the increase being concentrated in 1967- 
1969. Notwithstanding this low rise of investment costs 
actual expenditure in recent years on major investment 
projects (i.e. projects of more than Kés 1.5 million) in 
Czechoslovakia considerably surpassed planned expen- 
diture (by Kés 7.2 billion in 1971 and Kés 6.4 billion in 
1972). Some 20-25 per cent of this excess expenditure is 
known to reflect increased prices for imported machi- 
Newey 


81 Cf. Hospodafské Noviny, No. 32, 1973. 
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4. CONSUMERS’ INCOMES AND SUPPLIES 


_ In 1973, incomes, prices and supplies in the consump- 

tion sector, and all related policies, followed rather closely 
the pattern established in the 1971-1975 Plans. These 
plans provided for a parallel increase of net material 
product and of total as well as personal consumption in 
Czechoslovakia. The increase of consumption was 
planned to be only marginally lower by this comparison 
in the Soviet Union, Poland and Hungary and only 
slightly higher in Bulgaria. Consumption, by contrast, 
was planned to expand less fast than the net material 
product in the German Democratic Republic and 
Romania. 


In 1973, consumption expanded by an estimated 6 per 
cent in the Soviet Union and by about the same rate in 
the German Democratic Republic and Czechoslovakia. 
Expansion of consumption was even faster in Poland, 
Romania and Bulgaria, but slower in Hungary. 


Considering developments in the 1971-1973 period, 
only in Czechoslovakia was the consumption performance 
in line with the rates planned for 1971-1975. The actual 
rates for the three years surpassed the planned five-year 
rates in Poland and the German Democratic Republic, 
but were lower in the Soviet Union, Hungary, Bulgaria 
and Romania. 


The expansion of consumption in 1971-1973 was only 
marginally lower than the expansion of net material 
product in most countries and significantly lower only in 
Hungary and, probably, in Romania. The three-year 
increases in consumption for the Soviet Union, Czecho- 
slovakia, the German Democratic Republic and Hungary 
were at average annual rates of 5-6 per cent (altogether 
15-18 per cent), for Bulgaria and Romania at average 
annual rates of about 7 per cent (altogether more than 20 
per cent) and for Poland at an average annual rate of 9 
per cent (altogether nearly 30 per cent). 


(i) Money incomes 


Total money income of the population increased in 
1973 by 5-6 per cent in the Soviet Union, the German 
Democratic Republic and Czechoslovakia. The increase 
was 9-10 per cent in Hungary and Romania and even 
higher in Poland (13 per cent). Wages, salaries and other 
wage-like incomes (subsequently referred to as wage т- 
comes), incomes from agriculture, and pensions and other 
social benefits increased at about a 6 per cent rate in the 
Soviet Union. Agricultural and transfer incomes in 
Poland and Romania increased faster than wage incomes. 
Pensions expanded fastest in Hungary and the German 
Democratic Republic (table 4.1). 


The expansion in 1973 of wage incomes in the Soviet 
Union was the result of an increase of the total number 
of wage- and salary-earners by 2.3 per cent and a rise 
in the average monthly wage by 3.7 per cent. Earnings of 
collective farmers increased by about 6 per cent. Money 
incomes received by the population from the social con- 
sumption fund also rose at about the same rate. 


Money incomes in the German Democratic Republic 
increased somewhat faster than planned. This mainly 
came from the more than planned increase in the over- 
time work of wage-earners. Price increases granted for 
farm products contributed to the-fast increase of agri- 
cultural incomes. About one-third of the total increase of 
money incomes was due to the social policy measures of 
1972, which added 0.8 billion marks in 1972 and 2.7 
billion marks in 1973 to pensions and other social allow- 
ances. 


The increase of money incomes in Czechoslovakia was 
also more than planned. The average monthly earnings 
of wage- and salary-earners in the State and co-operative 
sector rose by 3.5 per cent and added to the unplanned 
increase of money incomes. Average earnings of co- 
operative farmers (which include earnings in kind) in- 
creased faster than wage-earnings. The full implemen- 
tation of the social policy measures of end-1971 increased 
pensions, family allowances, sickness, birth and mater- 
nity allowances, etc. 

The increase of money incomes in Hungary reflected 
the combined effect of closely co-ordinated price and 
income policy measures. Wage incomes rose by 9 per 
cent, partly under the impact of the upward adjustment 
of wages and partly as the result of high increases in 
labour productivity. The even faster rise of agricultural 
incomes came from an increase in the farm purchase 
price of milk and cattle, and the increase in the share, 
from increased output, of marketed farm products. 
Pensions and social allowances increased particularly 
fast—total pension payments by 20 per cent and payments 
of family allowances by 30 per cent. Most of these higher 
allowances, however, compensated for the income effect 
of the official retail price increase of milk and dairy 
products. 

The expansion of money incomes in Poland was sub- 
stantially faster than planned. The average monthly 
wage rose, instead of as planned by less than 7 per cent, 
by nearly 11 per cent—because of a higher than planned 
productivity increase and a widespread upgrading of 
workers. The more than planned rise in agricultural 
incomes, from much increased output and sales, was 
particularly steep. The increase in pensions and social 
benefits, in these conditions, lagged behind the expansion 
of both wage incomes and agricultural incomes. 
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TABLE 4.1 


Money incomes, credits, expenditure 
(Annual percentage changes) 


дд... 


Incomes 
Total Wage and from 
money wage-like agri- 
Country and period income income culture 
'zechoslovakia 
iY 6 SG co. o Lowe: c 8.2 IES А 
я о ео ene oD 5-5) 4.6 Е) 
1.977) ее 6.0 5-Я 5.6 
ит 5 свою & oo Be 5.3 
о ae es 6.2 
German Democratic Republic 
ОЗС в on 6 бо One 4.0 3.6 
и: 3.4 4.0 
1972 ола Wicd er nso 6.1 3.8 
Rianwel973 ewes en ee S55) 
оо Иа о, ce Оно 5.6 
ТЕ Я 3 a & oe о бо. в 4.5 
Hungary 
{9665197 р, бою обо 8.6 As Ae 
и frac 7:7 6.4 16.9 
1972 erg ete oe мя UP? 67 Si? 
PlanwlO 7/3 en a cence ars ie He a 
973 eee ere ae et he fen ats 10 * Obs 10 
Plat О еее 9 
Poland 
1966-197 5 о Бла в с VP 7.8 5 4.0 
[O71 eee ee eee ee 10.4 9.25 See 
UO ie eat GN feds le em OR 13.6 12.45 013 
Е 1 в ос и 10.6 11.76 9.0 
LOW Stier. Mey cust Pec ae oes Mebane ca.13.0 11.96 
Blane O74 are see ое № 8.8 9.86 
Romania 
1966-197 Oe ence ae 
TO tne =) Sar ocs, ю 8.6 Be ae 
О Ne ere oe ese oN Wea @ 6.4 5.74 
Plans О. 8.0 10.5 е ae 
о о 9.3 8.1 2 
Plan И Боро об 8.6 11.9 
Soviet Union 
eS), 5.6 es Boe ay oth oc Salvi 8.2 5.58 
19ers о erat 6.31 6.2 2.08 
| о о cae 6.11 6.1 2.08 
Oe os Ns и вх 6.1/* 6.1 5.98 


Sources: national statistical yearbooks; CMEA Statistical Yearbook; plans and 
plan-fulfilment reports. 


Note. — Gross income—except for the German Democratic Republic, Hungary 
and Poland for which information refers to net income (if not shown otherwise). 

а Surplus of credits over repayments. 

b Gross income. 


Pensions and Incomes Credits Actual 
social benefits in to money 
private Other popu- expen- 
Total Pensions sector incomes lation diture 
10.7 10.2 10.6 6.6 7.9 
3a US 12.8 36.7 5.0 
el 6.9 #3 4.6 5:5 
5.0 Sis! 
6.9 6.3 
9.8 10.4 
15 
10.9 1335 19.7 а 
1D 127 7 —]1.2 а 
19 20 
14 ise) 

9.65 14.065 6.3 с Ey: Ss 
16.86 14.85 —5.6 15.0 15.6 7.4 
8.55 9.35 32 —10.9 212 11.3 
1:32 са.7.5 

ee 10.1 

10.15 11.468 
9.5 8.9 АА 
8.7 ПУ =. 5 
8.4 9.4 55 


с State sector. 
d Co-operative sector. 
e Wage fund. 


/ Wages and wage-like incomes, incomes from agriculture, pensions and other 


social benefits only. 


g Income in cash and kind distributed by collective farius. 
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The increase of money incomes in Romania was close 
to the planned rate. Total wage income increased some- 
what below the 9 per cent increase of total money income 
and total agricultural income more than total money 
income. Wage incomes on the average rose by 4 per cent. 
In Bulgaria, according to preliminary data, average 


nominal wages and salaries also increased by about 4 per 
cent. 


Nominal wages and salaries per wage-earner in all 
sectors of the economy in 1973 expanded very fast in 
Poland (11 per cent), quite fast in Hungary (6-6.5 per cent), 
but much less fast in the other countries (2-4 per cent). 
Distribution of wage incomes between sectors was in 
favour of industry and construction in Hungary, but in 
favour of other productive and non-material services sec- 
tors in Poland and Czechoslovakia (see tables 4.2 and 4.3). 


The most important factor in the increase of nominal 
wages in industry and construction was the workers’ 
share in increased productivity. Productivity increased 
between 5-9 per cent in industry and between 3-4 per cent 
in construction. In all countries except Hungary and 
Poland, productivity increases probably surpassed wage 
increases and brought a reduction in unit wage costs. 


(ii) Income policies 


The implementation of the income policies progressed 
last year in broad accordance with the income policy 
programmes incorporated into the 1971-1975 Plans.” 
These programmes included a series of measures aiming 
at the narrowing of income differentials. They were to 
correct inequalities which developed in the prevailing 
system of relating wage increases to productivity in- 
creases. In addition, in some countries they were to 
correct differentials created by incentive wage policies. 
These measures referred to minimum wages, wage adjust- 
ments and tax relief on lower income brackets. 


Complementary agricultural income policies aimed at 
maintaining income relatives between the agricultural 
and non-agricultural sectors or, as in the Soviet Union 
and Romania, granting higher income increases to agri- 
cultural than non-agricultural earners. They mostly 
appeared in combination with agricultural price policies 
aiming at stimulating output of agricultural products in 
short supply. 


A further series of measures aimed at improving income 
distribution by increasing income in particular of the 
economically weak categories of the population. They 
included improvements in pension schemes, family or 
child allowances, health and maternity benefits and 
student scholarships. 

A series of measures incorporated into these plans, by 
contrast, led to increased income differentials, in parti- 
cular through simulating better management, pro- 
ductivity increases and technological innovations and 
improvements. 


82 See Economic Survey of Europe in 1971, part П, pp. 136-137. 


Income policies, moreover, have to be concerned 
increasingly with the impact of rising prices of farm pro- 
duce in short supply from the agricultural sector and of 
imported raw materials of consumer-goods industries as 
well as of imported consumer manufactures. 


Income policies in eastern Europe showed a growing 
concern for increasing the real value of earned incomes. 
Measures to this effect brought smoother and better 
housing accommodation, increased provision of motor- 
cars and, in general, closer adaptation to consumers’ 
requirements of the quality, technical standards and the 
assortment of consumer-good supplies. 


The implementation of the five-year wage and social 
policy programme continued in the Soviet Union this 
year—wage policy measures affecting 31 million wage- 
and salary-earners (about one-third of their total number) 
and social policy measures 23 million people. The 
measures raising the minimum wage to 70 roubles monthly 
and increasing the wages and salaries of the medium cate- 
gory of earners in productive sectors were extended, 
after their introduction in the northern regions last year, 
to the Far East, Siberia and the Urals and, now being 
introduced, in the Kazakhstan and Central Asia. There 
was an exemption from taxation for wage- and salary- 
earners with an income in the bracket up to 70 roubles 
per month and also a lowering of tax rates for earnings up 
to 90 roubles per month. In all sectors of industry there 
was an increase in wage supplements for night work. 


The income policies, furthermore, aimed at providing 
incentives to old-age pensioners and housewives to work 
in consumer-goods industries, retail shops and service 
enterprises. Enterprises employing old-age pensioners are 
allowed to retain certain percentages of their profit for 
enterprise development and social-cultural investment. 
Looser norms have been established for actively working 
old-age pensioners; they are given extra leave time, and 
are authorized to receive entirely or partly both their wage 
and their pension. 


Further measures provided for increases in some 
categories of pensions and in some other social allowances 
(e.g., pregnancy and birth allowances; food allowances 
for students in professional and technical schools). 


In the German Democratic Republic, following the 
wage policy measures of 1971, statutory wages and premia 
were increased for further categories of wage- and salary- 
earners. The continuing implementation of the social 
policy programme of 1972 provided for a rise in old-age 
pensions and measures to alleviate the burden of parents 
with many children. There also was an attempt to improve 
physical working conditions and the quality of services 
provided in offices and workshops. Rents were, moreover, 
reduced for low income families and measures were taken 
to allocate 60 per cent of newly constructed dwellings 
to manual workers. 


In Czechoslovakia, the full impact was felt of the social 
policy measures taken in December 1971. In the next 
stages of income policy it is planned to introduce new 
wage tariffs in 1974 and 1975 in the main sectors of pro- 
duction and, in the subsequent five years, in all sectors of 
the economy. 
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TABLE 4.2 


Nominal and real wages per wage-earner 


о adr isa sae ИИ 1538 МВВВИАОИЕ tes Se © 


Country and period 


Bulgaria 


LS le oe tc A SN A Ne 
Oni Е te ae 


О И Or ete 


Hungary 


K966=197 Oe Aaa ne 
TO Spree nes ки в 
А sie Gaeta eo care ante 
er NOES 5 ca oe se 
Ат 
ао es: ee sfc 


Poland 


1966-1970) 292 ee 2 ae 
Kf ee Re et ее 
OPIS Pe. Se О Bete Gy вы be 
У CHIE cy a SA wm. Oe 
РО PS eee tines he Mes aE А 


Soviet Union 


1966-1970 . 

о о oe 
1972 ИЕ 
Ра: 
1978. eens 
Plan i974 = ene 


Sources: as for table 4.1. 


Note. — Includes wages and salaries, 


а Retail price index. 


b Wages, profit participation and sickness benefits of wage- and salary 
Operative sector (excluding members of agricultural co-operatives). 


Average 
monthly wage 
in national 
currency units 


п 
126.5 
ТР 
134.6 


1 744 > 
20095 
2091 
2158 
21656 


696 
785 
814 
829 


19476 
22286 
2 326% 
2 460* 4 
2 484 5 
2 620* & 


2 286 > 
2 598 5 
27718 
29546 
3 070 6 
3 245+ > 


с Cost-of-living index for wage- and salary-earners’ families. 
d Consumer price index for wage- and salary-earners’ families, 


e Net wages and salaries. 


eae ae ee 


Annual percentage changes 


Nominal 
wages 


Consumer 
price index 


Real wages 


-earners (excluding apprentices) in State and co- 


=| 
| 
| 


а, 
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TABLE 4,3 


Labour productivity and unit wage costs in industry and construction 


(Annual percentage changes) 


eae eine tie Me OO OD, gn BS 


Industry 2 Construction 
, Nominal Output per Unit Nomi i 
Country and period wages employed а и И: т 
Bulgaria а 
1966-1970 
а 5.4 6.8 —1.3 6.0 5.4 0.6 
та 2.8 6.2 —3.2 0.1 183 —1.2 
fies 4.0 6.8 —2.6 0.2 8.9 —8.0 
1973 : 
6.6 7.8 —1.1 5 
Czechoslovakia 
1966-197 
se 0 4.6 5.5 —0.9 5.2) 5.0 —0.2 
и 3.8 6.4 —2.4 3.4 6.4 —2.8 
1972 Se) 6.3 —2. 4.3 6.6 —2.2 
1973 р | 
В в 5.6 = p74 3.46 4.35 —0.95 
German Democratic Republic ¢ 
1966-1970 Sy cy Ва 6.1 —2.6 4.0 23 №7 
О ee ie, ee 3.6 4,9 —1.2 2.3 5.8 —3.3 
1972 2.8 4.2 —1.3 2.6 3.6 —1.0 
1973 5.84 1.4 
Hungary 
1966-1970 3.1 3:5 0.2 5.6 PINE 3.4 
1971 3.8 7.0 —3.0 3.6 6.0¢ —2.3 
1972 ee Shey ede er i: 4.5 5.8 —1.2 3.6 12 2.6 
OG ee eae een ee ee eee 9 5.8 3 8 32 3) 
Poland 
2965-1970 2 5.0 3 OS 3.8 4.9 —1.0 4.7 4.7 0.0 
HT ЧАИ Ро. ОЕ 355) 5.0 0.5 49 Dal 2 
1972 583 6.4 —1.0 7.6 10.5 —2.6 
1973 8.46 8.15 3e 12° 
Аоташа 
| о OB oe ый 4.3 7.3 —2.8 BS) 55 -- 
TAN Boe tire AS ee 2.0 5.0 —2.9 3.4 6.0 —2.5 
О И ИЩИ О НЕ 1.4 4.7 2.2 2.4 7.5 —4.8 
1973 Я, 
Soviet Union 
НО ЩЕ aca ples 5 5:5 —0.4 6.0 4.1 1.9 
Пью о Жо: 3.5 6.2 —2.5 3.0 Sal ca.—2.0 
keen о ae. eee 3 ay? ca.—2 9.2 Sh) ca.—2.0 
LOS ae coe ee eee A 6.0 4.3 


NI 


Sources: as for table 4.1. 
a State and co-operative sector. 
b Industrial and construction enterprises, respectively. 


с For construction: State construction industry. 


In Hungary, centrally determined and financed wage 
policy measures had an important role in correcting 
inequalities of income distribution. The measures applied 
in 1973 only to manual! workers and foremen in State 
industry and construction (1.3 million wage-earners), but 
are to apply in 1974 to these categories in other sectors 
of the economy (transport, trade, etc.) and also to State- 
administrative and research personnel. 


d Enterprises controlled by industri: .ninistries. 


е Workers only. 
JOuly centralized State industry. 


Further wage policy measures were put into effect to 
make the wage system more flexible. The close connexion 
between enterprise profits and wage changes were sus- 
pended in coal mining and reduced in the electric power 
industry. The wage-block system (which in the framework 
of the total wage bill authorizes enterprise managers to 
take decisions concerning the size and required qualif- 
cations of the staff) was, after several years’ experience in 
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food industry, State farms, railway and local transport, 
introduced in fourteen major industrial and construction 


enterprises. 


Incentives to work beyond retirement age are provided 
for by the new (1972) pension scheme—by granting a 7 
per cent increase in pension for each year of prolonged 
service to manual workers and a 3 per cent increase in 
pension for each additional year to office workers. New 
social policy measures, effective from 1 January 1974, 
grant additional allowances and provide special family 
benefits, particularly for large families. 


The introduction of a new wage and premium system 
is progressing in Poland in the framework of a major 
experimental planning and management scheme which in 
its initial (1973) stage covered 28 combines and associa- 
tions. The increase in the wage fund, in the new system, is 
related to increases in productivity. The increase in 
profits is the basis for calculating additions to the premium 
and enterprise development fund; the size of the wage 
fund, the basis of allocations to the social and housing 
fund. 


The implementation of the less broadly conceived 
programme of limited wage adjustments is also continu- 
ing. This programme, which according to the 1971-1975 
Plan should in five years have raised 4.6 million earnings 
in State and co-operative enterprises, brought wage in- 
creases to 6.5 million wage- and salary-earners in 1971- 
1973. This programme is scheduled to continue by succes- 
sive stages in 1974 and 1975—bringing wage increases to 
a further 4.5 million earners and covering, eventually, 
all sectors of the socialist есопоту. 3 


The new social policy programme, to become effective 
on 1 August 1974, provides for increases in the minimum 
wage (from 1,000 zlotys to 1,200 zlotys), in the minimum 
rate of pensions (to 1,100 zlotys) and in some family 
allowances. Further increases are foreseen in family allow- 
ances on 1 January 1975. Pension rates are scheduled to 
increase gradually in the course of 1975-1980. The intro- 
duction of a new labour code is foreseen to complement 
these wage and social policy measures. In the control of 
its application an important role is expected to be given 
to the trade untons. 


A programme of general wage increases was put into 
effect in Romania in the second half of the year. The 
share of wages exceeding 1,300 lei, in consequence, in- 
creased by 50 per cent in comparison with the previous 
year. 

The implementation of the end-1972 wage policy mea- 
sures in Bulgaria brought wage increases of 26 per cent 
for miners, below-ground construction workers and other 
heavy physical workers and of 17 per cent for master 
miners, foremen and subsidiary technical personnel. Wage 
supplements were also raised for those working in partic- 
ularly difficult conditions (by 15 and 10 leva monthly). 
The salaries of teaching personnel were raised by 17222 
per cent, of qualified health personnel by 16 per cent. The 
lower limit of minimum wages also was raised (from 65 
leva to 80 leva per month). 


83 Trybuna Ludu, 20-21 January 1974 and 13 March 1974. 


(iii) Retail prices 


Retail price and consumer price indexes were remark- 
ably stable in eastern Europe in 1973 (table 4.4). The 
consumer price index in the German Democratic Republic 
showed practically no change. The change was one-quarter 
to one-half per cent in the Soviet Union, where there was 
a slight downward adjustment, and in Czechoslovakia, 
where the adjustment was in an upward direction. The 
upward movement was one per cent or less in the retail 
price index of Romania and in the cost-of-living index of 
Poland. The upward movement of the consumer prices 
in Hungary this year was again more accentuated than 
in the other countries. 


The retail price level was firmly maintained in the Soviet 
Union in 1973 and even relative price changes were rare. 
In December 1973, prices of high quality furs and of 
fresh water fish and caviar were raised by 15 per cent. At 
the same time prices of some clothing articles were 
reduced. 

The reported price indexes of Czechoslovakia and the 
German Democratic Republic also indicate a policy of 
strictly maintained retail prices. In Czechoslovakia, 
retail prices of foodstuffs have remained unchanged for 
many years. Prices of textile products and some other 
types of consumer manufactures were lowered from May 
1970 to the end of 1973 with an estimated annual income 
effect of Kés 1.6 billion (which is about one per cent of 
total retail trade turnover). Price adjustments last year 
for some luxury goods included increases in the prices 
of gold jewellery more or less in line with the increase of 
gold prices on world markets. Prices of motor-cars, by 
contrast, have been lowered by an average of 14 per cent 
with an estimated annual income effect of Kés 1 billion. 


In the German Democratic Republic consumer prices 
are envisaged to remain stable up to 1975 with a reduction 
of prices of some goods. Price policies in these two coun- 
tries maintained strict controls; increasing consumer de- 
mand is to be met primarily by increasing supplies of 
commodities in strong demand. 


Some elements of flexibility were apparent in the price 
policies followed recently by Poland. The price freeze 
for basic food products was extended to 1973 and 1974. 
But it did not exclude some price changes, e.g. of newly 
developed goods of higher quality or of imported goods. 
Some price increases were, moreover, introduced in Jan- 
uary 1974, simultaneously with the announcement of the 
new social policy programme. The price of high octane 
petrol was raised from 6.50 zlotys to 11 zlotys per litre, of 
average petrol from 5 zlotys to 9 zlotys per litre, and the 
long-distance bus service tariff by 25 per cent. There was 
a rise in the price of restaurant meals and a price increase 
for wine, hard liquor and other alcoholic beverages by 
23-33 per cent.*! 


Price policy in Hungary has been aiming at the devel- 
opment of a consumer price system corresponding to 


production costs for some years. However, this aim is 
being pursued with extreme caution and it is envisaged 
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TABLE 4.4 


Retail price index and the cost of living 
(Preceding period = 100) 


eg a ——___—_—_—_-— 


Retail price index 


Country and period Total Food 
Czechoslovakia @ 
OIE ek mm ok A -. 99.5 99.8 
О рык 99.7 99.8 
OWES: ge о НО 100.3 
О а а ее 99.5 
German Democratic Republic а 
1971 100.3 101.6 
19726 arlene. 99.7 99.5 
Mee о. 99.6 99.6 
1970-1973 99.6 100.7 
Hungary 2° 
1971 102.0 102.2 
1972 102.8 101.8 
1973 bts 103.5 105.2¢ 
1970-1973 108.6 
Poland 
1971 100.4 101.2¢ 
1972 100.0 99.4¢ 
О в а 
1970-1973 
Котата 
1971 100.6 101.5 
И ао Te as. НО 100.0 100.5 
(S73) ae 101* 
1970-1973 101.6* 
Soviet Union 
1971 100 101 
1972 100 100 
ПО. 99.8* 
1970-1973 99.8* 


Publi Oth . 
Non-food ть eee ee 
98.5 101.1 100.5 99.66 
99.7 99.8 997 99.66 
99.75 
98.96 
98.7 100.4 100.3 
99.5 100.3 99.6 
99,7 100.0 99.6 
97.9 100.7 99.5 
101.8 104.5 
103.0 103.5 
101.9 102.3 
106.8 110.6 
101:5* 100.9 100.7* 99.8 
99.9* 98.9 100.8* 99.8 
100.8* 
100.4* 
99 
99 


_ 8—5 


Sources: аз for table 4.1. 

а Consumer price index (except for non-food in Hungary). 
b Refers to wage- and salary-earners’ families. 

с State and co-operative trade (excluding free food market). 


that the final stage of this policy will be reached in a 
period of not less than ten to fifteen years.” Price policy 
measures thus account for most of the 1973 increases in 
the consumer price index. One important factor was the 
rise in the retail prices of milk and dairy products which 
passed on to the consumer a part of the increased pro- 
curement prices. Another factor was the increase in the 
prices of liquor and tobacco. There was also an unfore- 


85 See also Economic Survey of Europe in 1971, part II, р. 84, and 
Economic Survey of Europe in 1972, p. 101. 


seen increase in fruit and vegetable prices because of an 
extremely poor harvest in this sector of agriculture. The 
downward adjustment of the retail prices of some manu- 
factured products (mainly textiles and durables) was 
designed partly as a compensation for these price 
increases. 


The maintenance of retail price stability in conditions 
of increased import and procurement prices, is supported 
mainly by higher budgetary subsidies (for an approximate 
assessment of relevant orders of magnitude see the text- 
table below). 
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Budgetary subsidies in the consumer sector in relation 
to retail trade turnover (1973) 


(Billions of national currency units) 
ns 


Subsidies as 
а percentage 
Retail trade of retail trade 
Subsidies turnover turnover 
German Democratic Republic . 11 75 15 
оО <= eG to ee 20 т ТЫ : 
Poland’ (food) 2 2 « == = = = 30 266* И 


——————————— nce 


Sources: Neues Deutschland, 27 December 1973; Népszabadsdg, 22 March 1973; 
Trybuna Ludu, 23 October 1973. 

Note.— The information is of a roughly indicative nature because it was not 
possible to obtain data on subsidies excluding those paid on public utility charges 
and for Hungary rent. 


Subsidies in the food sector in Poland amounted in 
1973 to more than 10 per cent of the value of food retail 
sales. Subsidies in the retail trade and public utility sector 
in the German Democratic Republic were most probably 
of an even greater weight. They supported stable retail 
prices of basic foodstuffs, some consumer manufactures, 
coal and also stable transport charges. Retail price sta- 
bility in Hungary was maintained for basic foodstuffs 
(where, on the average, subsidies amounted to 35 per cent 
of price receipts) and also for passenger transport charges 
(where the rate of subsidy was 65 per cent).*° 


In considering adaptation of supplies to consumers’ 
demand in conditions of price stability, account has 
to be taken of two factors. There is motivation on the 
part of enterprises to avoid extending their production in 
commodities preferred by consumers if this reduces their 
profits and, consequently, premia and profit shares of 
management and staff. The resulting supply inelasticities 
may lead to a distortion of consumption patterns. The 
consumers’ satisfaction, in these conditions, may be lower 
than could be provided at the same cost. On the other 
hand, low-priced commodities give rise to the phenom- 
enon of what is frequently referred to as consumers’ 
surplus. 


(iv) Retail sales 


The total volume of retail sales expanded fast in eastern 
Europe. Growth was fastest in Poland (12-13 per cent), 
practically in step with the increase in money incomes. It 
was between 7 and 9 per cent in Romania and Bulgaria, 
but in Romania was less than the expansion in money in- 
comes. In the Soviet Union, Czechoslovakia, the German 
Democratic Republic and Hungary it was between 5 and 
6 per cent. In the Soviet Union, Czechoslovakia and 
Hungary (at current prices) the increase was somewhat 
below the increase in money incomes. Retail trade ex- 
pansion, on the other hand, exceeded that of incomes in 
the German Democratic Republic (table 4.5 and table 
4.1). 


88 Figyeld, 27 February 1974. 


Considering the 1971-1973 period, the same tendencies 
are apparent. The growth of retail trade and of money — 
incomes was balanced in the Soviet Union, the German 
Democratic Republic, Czechoslovakia and Romania. 
Retail trade expansion in Poland was closer to income 
expansion last year than it was in the three years taken 
together. Expansion of trade and incomes at current 
prices in these years was balanced in Hungary. The three- 
year expansion in the volume of retail trade was more 
or less in line with what was planned for 1971-1975. The 
actual performance was close to the planned rate in 
Czechoslovakia and Romania, faster than foreseen in 
Poland, Bulgaria and the German Democratic Republic, 
and lower than the planned rate in the Soviet Union and 
Hungary. 

The available data on the commodity structure of 
retail sales shows a smooth response of supplies to in- 
creased money incomes in a number of east European 
countries (tables 4.7 and 4.8). In the food sector, in the 
Soviet Union supplies expanded swiftly in response to 
rising demand for milk and dairy products, for fresh fruit 
and vegetables and for fish and fish products. The re- 
sponse was less active for potatoes, meat and meat pro- 
ducts. For milk and dairy products, the response was 
slower to much increased purchasing power in Poland 
and Romania. In Hungary, after the retail price increase, 
turnover in milk and butter declined. 


Available information indicates that retail sales of meat 
and meat products increased more slowly than money 
incomes (table 4.10). The main difficulty in providing 
meat supplies in accordance with rising consumption 
(e.g., in Poland, rise from 53 kg per inhabitant in 1970 to 
62 kg in 1973) seems to be limitations of domestic and 
imported fodder supplies at given prices. Fresh fruit and 
vegetable supplies met with difficulties in many east 
European countries. Explicit reference to shortages has 
been made in the German Democratic Republic. 


Available indicators of retail turnover in manufactured 
consumer goods in the Soviet Union, and equally in the 
Ukrainian SSR, show a continuing fast expansion of 
footwear sales but a slowing down of sales of textiles 
and clothing. Retail sales of footwear in Poland re- 
mained at the previous year’s level while retail sales of 
ready-made clothing and most textile articles expanded 
fast. However, shortages in this sector still appear in a 
number of countries in spite of a great concentration 
on productive efforts to respond to this demand. In the 
German Democratic Republic, for example, there were 
significant rises in the supply of knitwear, shoes, furni- 
ture and carpets, but, apart from shoes, all these commo- 
dities remained in short supply.®? 


` 


In response to sharply increasing demand, increases in 
supply of some durable consumer goods far exceeded the 
rate of income expansion in the Soviet Union and other 
east European countries. Motor-car sales reached more 
than 100,000 in Czechoslovakia, about 80,000 in Poland 
and Hungary, and nearly 700,000 in the Soviet Union. 


*? Articles in short supply in Poland include mixed-fibre fabrics, 
curtains and carpets. In Bulgaria, shortages of some types of cotton 
and woollen fabrics, knitwear and furniture were reported in 1973 
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TABLE 4.5 


>> fF 


Volume of retail sales 
Е ИИ 1-2 ОЙ: аи ори 


й Annual percentage changes Annual percentage changes 
Country and period Total Food Non-food Total Food Non-food 
im Bulgaria Czechoslovakia 
aie ONG# epee ee eer, 8.6 6.4 10.4 6.3 4.6 8.3 
et Oe 6.5 6.1 6.8 55) 4.0 7.0 
А. СИ, С Ee 6.6 5.4 ; 
ПЗ SES Se a Тв 7.5 |. at р a 
‘so ee о а ра ВА 8.6 5.64 р та 
aii) CLS ре а... 8.5 
1973 over 1970.......... 7.2 a и is 
Plan 1975 over 1970. ....... 6.8 5154 , ЗА 7.0 
German Democratic Republic Hungary 
1970 over 1965... 4.6 4.3 5.0 8.9 7.4 10.4 
А р ce Se ty 3.9 28) Spi 7.6 6.8 8.3 
О eek i, 2 6.0 4.1 8.3 3.3 3.9 Е 
Plan 1973 6.2 4.2 8.7 6.2 5} ms 
CB. ke Sarid 9 5.8 В 8.8 55 3.6 7.6 
о ahs eee Kade Sy? 4.0 6.0 ca.6.5 ый ae 
TOTS ONCE MOTO рено 3x2 3.4 7.4 55) 4.8 6.0 
РАН охег 19710... ь 4.1 ых ‚ 6.0-6.3 ad 
Poland Romania & 
ПО ОЕ елена 6.2 5.8 6.5 7.4 Thal 1-22 
1971 8.1 Wes) 8.6 9.5 12.4 6.7 
[Oe ee ae. a Cur en Ge. 2 12.4 9.6 14.5 6.1 537 6.5 
Plan 1973 10.6 8.8 11.6 4.3 
1973... 12.66 7.8 
ЕО О о a 6.1 
1973 over 1970 . . 11.1 ~ ad 7.8 
21975 ОУе 970 «6 6 6 5 5 s 7.4¢ 7.0¢ 8-96 7.0-8.0 BG 55 
Total 
Byelorussian Ukrainian 

Soviet Union SSR SSR 
1970 over 1965 . 8.2 73) Sh) 11 8.3 
1971 6.8 6 8 9 i 
АЛ seg as Etat Oia Sac cae: 6.9 5 8 9 7 
Ро ПОДАН ees soe es oe 5 6.3 5.6 
1973" 4: 5.3 6.3 Sa 
Plan 1974 .. 6.3 7.3 6.3 
1973 over 1970... 6.4 8.1 6.6 
Plan 1975 over 1970 . 7.2 


Sources; as for table 4.1. 


Notes.— For Czechoslovakia and the German Democratic Republic including sales on free food markets and in private retail trade. 


Turnover at constant prices—if not shown otherwise. 


Information for the 1971-1975 Plans refer either to the Plan law or the relevant Party directives. 


a At current prices. 
b State and co-operative trade. 
с Supplies to retail trade. 


Supply conditions permitted a fast growth of retail sales 
in the whole range of consumer durables in Poland, where- 
as in Hungary increased expenditure was concentrated 
on motor-cars. 

Consumer-goods imports contributed substantially to 
a rise in retail supplies in all east European countries. at 
rates between 8 per cent of total retail sales in Bulgaria 
and 17 per cent in Hungary (some of this trade being 
transacted through direct exchanges between national 
retail trade organizations). 


(У) Consumers’ savings and finance 


Savings deposits in the Soviet Union and in Hungary 
increased by 13 to 14 per cent in 1973 in comparison with 
the stock of savings at the end of the previous year. In 
Romania, the increase was faster (by 19 per cent). No 
information is available on changes in the stock of savings 
in the other east European countries. The incremental 
savings-to-income ratio in the Soviet Union stood at 
about 0.5, which means that one-half of each per cent of 
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the increase in money incomes was deposited in the States (vi) Housing 
saving system. In Hungary, one-third of the added 
income was deposited in savings accounts (table 4.8). Housing construction in 1973 continued to expand in 
: : : the Soviet Union and the other east European countries. 
Phe mmouyesito save-vary comsidcrablyan cast Ses pean Altogether 3 million dwellings were constructed in the 


countries. The main attraction of savings in conditions ; st : 
В т о a: cs : 3 ea 

of price stability is, at this stage, acquisition of dwellings a de compared with 2.9 million dwellings the year 
or the purchase of motor-cars. The negative inducement befotes Thewncrease 10 the Soviet Union was 3 per cent, 
ie. the impossibility of purchasing desired consumer and ae the other east Buiopeal Сов 4.7 рег Cenk 
The increase was particularly fast in Poland, Bulgaria and 


goods, appears to be diminishing in importance. Con- ; Е 
sumer credits are an important source of demand, for the German Democratic Republic (table 4.9). 


instance, to newly-married couples in Czechoslovakia or In all countries the number of dwellings constructed in 
for motor-car purchases in the German Democratic 1973 was greater than the average for 1966-1970. The 
Republic. A substantial part of savings is channelled, number of dwelling units constructed in relation to popu- 
however, by the saver himself or by credit institutions to lation numbers was 921 dwellings per 100,000 inhabitants 
housing construction. in the Soviet Union, more than 800 dwellings per 100,000 


TABLE 4.6 


Retail sales of selected consumer goods 


(Annual percentage changes) 


German 
Democratic 
Bulgaria Czechoslovakia Republic Hungary а Poland 

1972 1973 1972 1973 1972 1973 1972 1973 1972 1973 
Cereal products ... on Ha —7 ae за os SIRS —2¢ 
Rotatoesipe моя с 5 7 —3 56 —1 —1 —2 —2 : 
Fresh vegetables .. . = 2 5 в 6 3 | 17 
Fresh fruit... .. . i —4 13 . 22 = 24 
а Ne nee hones 15 4 — bas 2 3 6 I 4 2 
Meat 4, ен О 6 2 \ 3 \ 22 5 11 8 
Meat products... . = 13 f os | 5 4 8 11 17 
Eggs ею 4 — 1 — В — — —7 | 1 
Milk “in era 5 6 7 — 4 12 —5 7 5 
CGE 5 6 ao oo 7 8 5 6 i 1 20 17 
Butter . .. Аж 6 8 —- —1 —1 — 7 13 4] 
Total animal fats . . . i) 1 2 —1 —5 Ar 15 
Vegetable fats and oils — 3 3 2 3 24 38 
Fish and fish products —1 18 1 = 4 Е р : 
Colleen с о ща а 5 р =) ; 10 } 
Tea 1 ; 7 5 
Wine 7 5 8 ay 
Hard liquor 8 6 9 ь 
Веег АЕ м 1 5 
Cotton fabrics Pate: 4 =) ея = ic ы 
Woollen fabrics ... Й 8 и = 2 a ae 
Other fabrics 4). 104 1 ae : о ы 
Ready-made clothing . 10 3 5 7 a as 
ООО ооо Zi | 18 “18 5 : ie 
Radio sets ..... я ie = т — : : Е 
Television sets cee eS —13 a =§ т = a : И 
Washing machines . . —23 = 12 ы 5 =e р. a у 
Sewing machines . .. — 19 Ned 7 Ps у ы et 2 - 
Vacuum cleaners . . . 2 sa я и oA — i = 
Refrigerators. . ... =9) Ns Ls 16 р a si a =o 
О соо ооеа 34 inf 23 > ¥ : os - 
Motor-cycles, scooters —6 4s 35 8 ig и _ 2 se 
Motor-cars ..... 9 к. —12 р = - 29 ¢ 28° 
ао е С 6 bo ok 5 = ie ; e = = 22 
RurmItOre: о. 1] Re =] = = 
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TABLE 4.6 (continued) 


Retail sales of selected consumer goods 
(Annual percentage changes) 


Е к И ee ee 


а aii eas — 


Romania 

1972 1973 
ета ГО В ое 0S =” 
Potatoes . ee. И». —11 
Pinesmevesetables. «. еее. 
Fresh fruit. . Hi ie eee: 
Sugar RU ee MES Ss, slate с ph ses ms ee 4 `9* 
ЗЕЕ ^ со ее 11 4* 
О С о ee) a hee ee a 10 
Eggs 
Milk 6 “9s 
Cheese Ses ee eee 13 10* 
‘SHITRLGRTE Gy ten ее ие ыы Я) on 
Total animal fats 2 
Mecetapletats. andolls 9. 2... :. +. « 7 
ава 058 products ее —1 
о о wa 
Теа пло КИ се >: 
Wine и аи 3 
оо QS бо в ae ea —8 
ее... 2 
Cotton fabrics See fe nee ee Ce ee 12 
ВИО ав ule ae ne os ew ws 5 
ЕЕК бор о а «ao a 5 Ge Be 15 
‚ Ready-made clothing оС д: Е a 
ACE NCAL MEN Pes ge fg ic СВЕ 6 
REY Gi CESCLSHMMIE Me. he) oe) es а 4 
’ Television sets Rie. = 
Куала ласке ее. 6 
SeWwill@IMachines ое 8 
Vacuum cleaners . т, 
О О в о о о о wk 6 
Се уда на 
_ Motor-cycles, scooter 
ОЕ с о по Geo Gi eg) eae —1 
Watches . : 
О оао с me na: “ews Ge rs 7 


ee — 


Sources: as for table 4.1. 

а Nine months only. 

b Value of sales at current prices. 
с Only flour, 


inhabitants in Czechoslovakia and Hungary; it remained 
lower than in the other countries, being less than 500 per 
100,000 inhabitants in the German Democratic Republic. 

In recent years, the housing problem and housing con- 
struction have taken on a new dimension: efforts have 
been made to improve quality standards. This is reflected 
in a favourable change in the size of dwellings and built- 
in facilities. In the German Democratic Republic, where 
the housing situation is favourable (the number of dwell- 
ings is 364 per thousand inhabitants), considerable 
attention is being given to reducing the average age of 
the dwelling stock: about 110,000 old dweilings are to be 
modernized up to 1975. In Hungary in the 1966-1970 
_ period the proportion of newly-built dwellings which had 


__Soviet Union _ Е aie 
1972 1973 b 1972 b 1973.5 ль ae 
2 ск 1 5 ых 2 
15 = и м у as 
2) 19 * a 3 ; 
2 tl oe ee 5 —5 
7% 4 —6 16 = 7 
13 13 В 24 17 18 
6 2 — 5 12 
. 1 13 —1 il 
2 ‚ 10 1 
8 4 ie — . =i 
6 
fet | 
3 
cs (ae 8 4 6 2 
в 
a = 2 1 8 a 
9 —10 13 8 6 — 12 
= =) =) 3 | ae 
a 9 15 8 13 о 
= В 8 ve es 3 


d Silk fabrics. 
e Motor-cycles only. 
f Eight months only. 


two or more rooms was 86 per cent; and it rose to over 
90 per cent in 1971 and 1972. In Poland, the housing 
standards prepared in 1973 foresee a floor space for one 
person of 25-28 square metres, for three persons 44-48 
and for five persons 65-70 square metres. In Romania, 
according to the new Law on housing management, the 
standard for living space per person was increased from 
8 to 10 square metres. In the Soviet Union the range of 
standardized types of flats has been increased to 10 instead 
of the 6 to 7 previously. Five-room flats are being con- 
structed in residential buildings. The total floor space 
per flat was raised by 6-8 square metres; the average floor 
space per person to 14-15 square metres. It is anticipated 
that the share of 3-5 room flats will increase. 
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TABLE 4.8 


Accumulation of savings deposits 


End-year amount 


т of Annual Incremental 
ела peak о hs cone eas 
_ Bulgaria 
UME Pen sa 3.9 16.6 0.6 
И, era eee alee 4.5 15.4 0.6 
1972 5 16.1 0.65 
Czechoslovakia 
WD A re 63.5 17.8 0.7 
CSU OR. i. 73.8 16.3 0.6 
NSN 70) a. arr 85.5 15.7 0.6 
German Democratic Republic 
1970 52.1 8.5 0.6 
ЗИЛа оо 55.7 6.9 0.6 
о аа 60.0 7.6 0.5 
И. т ва 65.1 8.6 
Hungary 
1970 42.1 19.9 0.3 
1971 48.4 15.0 0.3 
По ea a 54.5 12.6 0.4 
ук. Неба 62.0 ИВ 0.3 
‚ Poland 
1970 97.2 11.9 0.3 
т. 2. 2.5 15.8 0.3 
SO. о. За 139.6 24.0 0.3 
Romania 
OG Mr dey it eo. 18.9 
Soviet Union 
Ske Se ee 46.7 2.3 0.4 
1971 53.4 14.2 И 
1972 60.9 14.1 0.4 
ПН а 68.8 13.0 0.5 


Sources: аз for table 4.1. 


NOTE.—The incremental savings-to-income ratio is obtained by dividing into 
the increase in the amount of savings the increase in the amount of meney incomes. 


New tendencies have appeared in recent years in respect 
of housing finance. The preponderant share of State 
and co-operative housing was increased in the Soviet 
Union. However, the share increased in the financing of 
housing of co-operative funds in the German Democratic 
Republic and of private funds (supported by State 


credit) in Hungary and Romania. Also new regulations 
were issued concerning co-operative and private housing 
finance. 

In Czechoslovakia there are regulations concerning 
State financial assistance for family house building on 
housing estates. The builder of such houses receives from 
the national committee 400 square metres free of charge, 
an interest-free loan of Kés 35,000, a subsidy of Kés 8,000 
and a premium of Kés 4,000 if the house is finished in 
three years, i.e. a total representing some 20-30 per cent 


of construction costs. The remaining costs can be covered 


by loans from the National Savings Bank at a 1 per cent 


rate of interest, and with an amortization period of 30 
years. 


Particular attention is being devoted to meeting the 
housing demands of workers’ families in Hungary. Ac- 
cording to the new regulations which came into force in 
1973, a worker constructing an individual dwelling has 
to deposit 10 per cent of construction costs as a general 
rule. A further 20 per cent can be financed through en- 
terprise credit and the rest through a loan from the 
National Savings Bank at a 1 per cent rate of interest 
and with an amortization period of 35 years. Special 
conditions also apply to large families and young couples. 


Favourable changes took place in housing credit in 
Poland. In the case of housing co-operatives, the amount 
of housing deposit was set at 16-20 per cent. The remain- 
ing part of construction costs is covered by interest free 
bank credit granted for a period of 60 years (previously 
40 years). In the case of individual housing construction, 
the deposit was reduced from 25-30 per cent to 20 per 
cent. The amortization period is 30 years (instead of 25 
years). In Romania, the credit granted by the State for 
housing construction can rise to a maximum 80 per cent 
of construction costs, repayable in 15 to 25 years at an 
interest rate of 2 to 5 per cent (depending on the appli- 
cant’s wage). 

The long-term perspectives of housing development 
were elaborated and long-term housing construction 
programmes were approved in a number of east European 
countries. They influence significantly medium-term and 
annual housing plans, policy programmes and construc- 
tion activity. The common aim in most of these program- 
mes is that by 1980-1985 each family should have a sep- 
arate dwelling, and by 1985-1990 each member of a 
family a separate room. 


Among these long-term programmes the first was the 
15-year housing development plan for 1961-1975 of 
Hungary, which set the aim of building one million flats 
by 1975. This housing construction plan will be over- 
fulfilled. (During the 13 years 833,000 dwellings have been 
built, of which 250,000 in the past three years.) 

A prospective housing programme was elaborated in 
1972 in Poland. According to this plan, at least 4.5-4.8 
million dwellings are to be constructed in 1971-1985, and 
6.6-7.3 million in 1971-1990. The number of dwellings to 
be constructed in 1971-1990 is almost equivalent tc the 
dwelling stock in 1970, and more than twice as many as 
were constructed during the whole 1945-1970 period. 

In 1973 it was decided to prepare a long-term dwelling 
construction programme in the German Democratic 
Republic. The decision was taken to build and modernize 
7. 8-3.0 million dwellings between 1976 and 1990, and thus 
to solve the housing problem by 1990. During the next 
Five-year-Plan (1976-1980) 700,000 or 800,000 dwell- 
ings should be constructed, of which 550,000 to 570,060 
should be newly built. This would improve housing con- 
ditions for 2.1 million people. 

(vii) Real incomes 

Real incomes increased by 5 per cent in 1973 in the 

Soviet Union and Czechoslovakia. They are reported to 
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TABLE 4.9 


Dwelling construction 


ean’ 


Dwellings constructed 
ee as en ЕЕ ее а ак НЕ 
Average 


Total __ Percentage distribution pln 
le: Units per structed 
Fat Ad 100,000 in 
Thousand housing Co-oper- : Е of square 
Country and period units space State ative Private а inhabitants metres 
Bulgaria 
1966-19705 aa utes SIE о are ce 44.3 22 27.8 WIP 530 61.87 
TRS WALI i, a gl ase ee ORs ie ЗВ 48.9 3.16 29.0 71.0 572 64.70 
О о 46.5 2.96 32.9 67.1 542 63.66 
ВА. а ab Ae ae Ae 50 
[Ober ena Mitre Ake ye om es 50.9 
Plane 7Amee ween a ee Sea ee 67.0 
(OTE O73 ри, те 48.7 
Planet O79 о ооо мо ма о 50.0 
Czechoslovakia 
О-о м cee ete ee 87.8 Dole 18.0 57.16 24.9 613 64.0* 
ПИ М о Е 107.4 7.48* 15.7 56.8 5 DALES) 745 69.6* 
PPIs ve. o-oo оо ae ne 116.2 8.16* 20.3 52.065 PATS 802 70:2* 
Plane OB merce м о ee 111.3 nen es Fac 5 as a 
ПО ао Sn. cra gih marr И Е eS) = 20.2 52.66 272 806* 
ОА, о: ое о но ое 119.0 Е Fe м ite so 
Оч нь. м ас 37 в 18.8 53.75 27.5 784* 
Planet 97 121.9775 ее. c.100.0 : Ee 
German Democratic Republic < 
19 6621957] Ol are caer As re ee a 59.3 3.92 a 25.3 De 348 53.8 
(AG See ie eo ee et eee 65.0 4.40 79.4 ПД 3.4 381 57.8 
1 Dee О Mh se ee 69.6 4.91 68.4 28.2 3.4 408 571 
а о о ae ae 79.1 af Ae ah SZ 465 
OUP mea) a ital cat. eS Ро г. 80.7 ai ae ae Se 475 
Piany (974g Pen о м : 86.5 re 44.0 47.5 8.5 509 
OLS (Sena eke Е eee 71.8 ae oe cee не 421 
тим ОИ ао оововов 
Hungary 
а И eee ean о с 65.5 3.88 57.3 62.7 640 59.2 
1 Oe cer en ee Re ee ee ee ПЭ, 3 4.72 29.9 70.1 730 62.7 
LOD ng Se ee Lee Rit rks heehee 90.2 55/2 527 67.3 870 63.4 
АО eet ae et ee ok : 81-82 Be ae ae 
ie eon аи 85 i 35 * 65 * 810 2 
Plank lOve eet eee ae: 86 ne Ae 
О her ee eee Sd or 83.5 ar Вы 67 * 3 
ein Wile сов oo oe nk 80.0 — 
Poland 
cee АИ р 188.4 9.8 29.2 44.0 26.8 585 Е 
а А eee ee 190.6 10.6 22.5 49.1 28.4 581 . 55.8 
Oe ко Sa Ah 2 205.5 eS 24.2 50.6 25.2) 621 55.2 
MBI о ов ооо оо 5925 Ns Sr a 
Ор ae a о и Е. и 6 
Тат no Baas eh dl Geen 246.0 14.0 | р _ ee 56.9 
1971- apie = a а 
1973 er eee ee 205.5 ae Xs me a 621* 


Е т 
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TABLE 4.9 (continued) 


Dwelling construction 


Е, и си ie ee 


Total 
Million 
sq. metres 
of useful 
Country and period ene een 
Romania 
1966-1970 141.9 6.33 
1971 150.2 Most 
ЛХ о 140.6 7.08 
Plan 1973 . м 
197 SE rm! 3 145.6 
Plan 1974 . of 
ПЕ ne 145.5 
Plan 1971-1975 
Soviet Union 
1966-1970 2267 103.7 
ТО 2256 107.6 
1972 2233 106.7 
Plan 1973 в. ИД 
м kh i 2300 109.0 
Plan 1974 . eG 113.4 
OTIC TS eet о... 2263 107.8 
Plane lO Pls iSeries. i ake os anes a 116 


Dwellings constructed 


Average 


ncn ооо 


Sources: as for table 4.1; and Annual Bulletin of Housing and Building Statistics 
for Europe. 


Note.— Total useful floor space of newly constructed and reconstructed dwell- 
ings in residential and non-residential buildings. The coverage is narrower in 
Czechoslovakia and the German Democratic Republic where the information 
refers to useful floor space in newly constructed residential buildings. The data in 
physical units are annual averages. 


a Financed from State credit and auto-financing of individual dwelling owners. 
b Including dwelling co-operatives, enterprises and co-operative farms. 


с The following is the information on (a) reconstructed dwellings (together with 
dwellings in non-residential buildings) and (5) the comprehensive total for newly 
constructed and reconstructed dwellings: 


have increased at a higher rate in Bulgaria (7.9 per cent) 
and at a somewhat lower rate in Hungary and Romania 
(around 4.5 per cent). The 1971-1975 Plans for the in- 
crease of per capita real incomes are being substantially 
exceeded in Czechoslovakia and are being fulfilled in 


Percentage distribution size of 
dwellings 
con- 
Units per structed 
100,000 in 
Co-oper- of square 
State ative Private а inhabitants metres 
43.2 56.8 5d 44.6 
37.0 63.0 730 47.4 
37.8 62.2 680 50.4 
Sie 62.3 690 
37.5 62.5 700 
71.8 Doe, 951 
Wks) WH 921 47.7 
78.5 25 902 47.8 
921 47.4 
914 47.6 
950 
(а) (5) 
Тобб- ГО ее 13.5 72.8 
rh ewe р О о оао а би 18.8 83.8 
о О оО оо Oe Ga. 0 Oso, 9 47.4 117.0 
Ра о о се о 19.2 105.7 
о. este 45.1 125.8 
Qty eek a оса ооо ео бою бо at kod ako 30.3 116.8 
iA Oy Mies о ее 6,6 37.1 108.9 
Рав: WA EDS. “oud ео ae 100.0 


Bulgaria. Hungary is approaching its plan for the expan- 
sion of real incomes. 

The three-year (1971-1973) increases in per capita real 
incomes indicate total increases of 13-19 per cent for 
Hungary, the Soviet Union, Bulgaria, Czechoslovakia 
and Romania. 


Real income per head of population 


(Annual percentage changes) 


Czecho- Г Soviet 
Period Bulgaria slovakia а Republic Hungary Poland Romania Union 
1966-1970 . .. . 6.1 5.9 AZ 6.2 5.2 555) 6.0 
ПО Е 4 Shee! 4.1 4.5 8.6 il 4.5 
[oie as cate 9 hoe 4 5.8 3.1 LOS 6.5 3 
Plan 1973 yu 6.5 ca.6 4.5-5 9-10* 8 4.5 
О ee ee es ee 5-6* 5 г 4.4 5) 
Рав 1974 aa ee 4.8 5-5.5 a 8.6 B) 
OPM TS es oe ee Sd) 514* ets 4.3 Ae 6 4.4 
Plan 1971-1975 . 4.6-5.4 4.5 4.1 4.6-4.9 6.05 7.0-7.9 5.6 


Sources: as for table 4.1. 
a Money income in real terms. 


b Consumption of goods and services per head of population. 
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TABLE 4.10 


Per capita consumption of selected consumer goods 
(In physical units or value) 


ee ee rr ee ee ee ee 


German р ter 
Bulgaria Czechoslovakia ethene Hungary Poland Romania а Union 
Food, beverages (per inhabitant) 
Cereal products (kilograms) 173 (150) 96 127 127 107 147 
70 187 21 122 
Potatoes (kilograms) : (103) 146 ass 
Fresh vegetables (kilograms) . 116 (54.5) 66.8 | 156 ae ae = 
Fresh fruit (kilograms) Е. (34.8) 36.7 if ae a i 
Sugar (kilograms) 31.6 (37-7) 34.9 35.3 ж = 1 
Meat (kilograms) р 51.7 19” 1 70.8 \ 617 : os 
Meat products (accom (17.6) ] ых г A 
Eggs (pieces) Boks 126 (277) 240 Lee 196 р и 
Milk (litres) 176 4 (196) 4 98.6 114 (263) 21.9 (296) 
Cheese (kilograms) (3.9) 4.7 a 31 
Butter (kilograms) (7.4) 10.9 22 5.4 | > 
Animal fats (kilograms) 5 ais (6.1) 4.7 DEO TA 0.9 5 
Vegetable fats and oils Е : 12.9 (9.3) 23 3.4 5.8 iil т 
Fish and fish products и 4.3 (5.2) 8.0 2.3 6.8 3:9 15.0 
Coffee (decagrams) (86) 230 210 
Tea (decagrams) (9) ont Ife 315 
Wine (litres) . . (14.6) 5.4 40.0 6.4 11.3 
Hard liquor (litres) (5.9) Л 6.7 6.0/7 3.9 а 23 
Beer (litres) (140) 107.3 59.0 355 24.0 
Textiles, clothing, shoes (per inhabitant) 
Cotton fabrics (metres) (20.9) 2a | 15.0 21.48 
Woollen fabrics (metres) . (3.7) 0.9 2.5 7 2.9 8 
Other fabrics (metres) a 1.2 44h Dal = 
Ready-made clothing (pieces) (8.7) DOD +. ы aft ay: 129 
Footwear (pairs) (1.8) 4.5 1.9 a 4.2 27 3:0 
Durable manufactured goods (рег 1000 inhabitants) 
Radio receivers (sets) . . 20 31 68 52 33 19 24 
Television receivers (sets) 17 20 23 21 24 14 27 
Washing machines (units) 9 26 15 14 14 6 13 
Sewing machines (units) 6 i 3 4 4 4 3 
Vacuum cleaners (units) . 9 17 13 12 6 
Refrigerators (units) 21 18 26 24 16 8 18 
Bicycles (units) 10 19 24 16 17 
Motor-cycles, scooters ма) 2 3 10 9 3 4 
Motor-cars (units) 5 7 7 > 3 11 
Watches (units) WS 53 51 116 
Furniture (national О а 337 1g fee 135% 


Sources: as for table 4.1. 


Nortes.— Figures refer to 1972—except for bracketed figures for Bulgaria (1971) 


and Czechoslovakia (1970). 


Information on cotton, woollen, etc., fabrics excludes the materials sold in the 


form of ready-made clothing. 


For food and beverages per capita consumption, for consumer manufactures per 


capita consumption or retail trade. 
а Only sales. 
Ь Boned meat and entrails. 


с Kilograms. 

d Milk and milk products in milk equivalent. 

e Animal fats of all kinds. 

f Converted into 40 per cent alcoholic content for Czechoslovakia and 50 per 


cent alcoholic content for Hungary. 


& Square metres. 
A Silk and rayon. 
i Per inhabitant. 


5. FOREIGN TRADE 


(i) General features 


In eastern Europe ** the total trade turnover (expressed 
in current prices), went up in 1973 by 19 per cent as 
compared with 11 per cent in 1972. Еог the region as a 
whole, exports and imports are estimated to have gone up 
by some 20 and 18 per cent respectively (see table below). 
Compared with 1972 this meant a considerable increase 
in the above growth rates. In contrast with 1972, exports 
in 1973 grew somewhat faster than imports. The trade 
deficit reappeared in the first, but was reversed in the 
second year into a small surplus. 


A part of the above expansion was due to price increases 
in the world markets. However, data on this subject are 
very scarce and at this stage only estimates of the above 
increases are possible. Estimates are based on four 
pieces of information. Hungary provides some infor- 
mation on the subject—see table on p. 152. Prices in the 
Soviet Union’s trade increased by 3.7 per cent. A decision 
stands that prices in intra-CMEA trade should not 
change during the 1971-1975 period. Finally, United 
Nations monthly bulletins of statistics (December 1973) 
indicate that changes in prices between the first three 
quarters of 1972 and 1973 of market economies’ exports 
of primary commodities and manufactured products in- 
creased by 34.4 and 14.2 per cent respectively. A rough 
weighting of all these elements suggests that the prices of 
east European countries’ exports to and their imports 
from market economies (expressed in foreign trade ac- 


counting units) may have gone up in 1973 by some 14 and 
17 per cent respectively. This and other information 
suggests that there was a deterioration in the terms of 
trade of east European countries (about the same extent 
as in Hungary indicated in the table on p. 152). Expressed 
in constant prices, total exports and imports to CMEA 
countries may have gone up in 1973 by roughly 13.7 and 
12.7 per cent respectively as compared with estimates of 
7.3 and 10.6 per cent respectively for 1972. Since the 
growth of output accelerated even more, elasticity of 
imports (measured in volume terms) went down from 2.12 
in 1972 to 1.79 in 1973 but that of exports went up from 
1.46 to 1.93. 


Table 5.1 indicates that in 1973 exports of Romania, 
followed by those of the Soviet Union, Hungary and 
Poland grew at the faster rate. The fastest rate of growth 
of imports was recorded by Poland, followed by Romania, 
Czechoslovakia and the Soviet Union. Imports grew 
faster than exports in Poland, Czechoslovakia and, prob- 
ably, in the German Democratic Republic. These coun- 
tries thus increased their import surplus or reduced their 
export surplus. Only Hungary and Romania increased 
their export surpluses substantially. Table 5.2 shows that 
the above expansion was concentrated on imports from 
and exports to industrial market economies. 


Data on the commodity composition of trade are 
rather scarce. However, data in table 5.3, partner country 
statistics and information on output and demand suggest 


The growth of trade of east European countries а 


и Щ_ЦЩ["["["|"["|"["[=|-[-[_[_[_—_—_—_—<ня що 


Value in millior 
current dollars 


7 


Annual percentage change 


In current prices 


National Industrial 

Period Exports Imports Exports Imports income output 
1970 30 915 30 156 ihe 14.4 8.0 8.5 
1971 33 728 32 689 УТ 8.4 6.1 7.7 
NOG Zee ae 39 896 40 276 9.0 13.3 5.0 7.0 
Plan 1973 о р 10.0 6.3 6.6 
Estimate 1973 55 700 25.289 19.6 18.3 Tell 8.0 
Plan 1974 Mey? т] 7.6 


ee 


а See footnote 
expressed in 1971 dollars. 


33]п this section eastern Europe includes the Soviet Union 
unless otherwise stated. 


87 See footnote a, table 5.1. 


ato table 5.1. Individual country changes have been weighted on the basis of their trade in current years 


that the expansion in 1973 may have been led by imports 
of machinery, durable consumer goods and foodstuffs 
(imports of intermediate products also went up a great 
deal), and for exports by machinery followed by metal 


Recent economic developments in eastern Europe and the Soviet Union 


Changes in prices of Hungarian imports and exports 


о Se SE 


Imports Exports 
РЯ Е Centrally 
Centrally Ly 
Е с planned Market 
Total р ee Total economies economies 
1972 1973 1972 1973 1972 1973 1972 1973 1972 1973 1972 1973 
Totalarve ee Аи 2.4 6.3 Dp) 1.0 2.9 MWe 1.6 5.0 0.4 tal 4.6 ee 
обе ¢ o » oa a 4 —0.3 Be 0.5 4.6 —0.8 46.3 hil 17255) 3.0 8.3 oy vee 
Basicumaterialsus meen 39) 4.8 4.1 0.2 85 1725) —2.4 5.4 —0.6 ae ee Е 
Мастеру hed 2.4 0.1 1.0 4.9 6.7 65 1.0 1.4 0. ae Be 
Consumer сова 1.1 2.4 0.3 1.5 4.3 6.2 —0.9 1.4 —2.1 —0.3 : ; 


и: 


Source: Monthly bulletin of statistics. 


goods and, in eastern Europe other than the Soviet Union, 
also by agricultural products. This reflected an accelera- 
tion of capital formation and consumers’ income and an 
increasing stress in their economic policies on the modern- 
ization of industries and the concern for a better equili- 
brium on domestic consumers’ markets. Both necessi- 
tated a strong support by borrowing abroad. Outputs 
of foodstuffs, metal-using sectors and chemicals went up 
relatively fast while at the same time specialization ex- 
panded rapidly in all these sectors. Foreign demand was 
conducive to trade, especially that in western Europe. 


(ii) Trade among east European countries 


Even though the rate of growth of trade among east 
European countries slowed down somewhat in 1973 it 
was, nevertheless, high (roughly 11 per cent as compared 
with 11.5 per cent in 1972). Four major factors dominated 
the expansion of this trade. First, the Soviet Union’s 
exports to other east European countries increased fast, 
eliminating thus a large deficit incurred in 1972. Sec- 
ondly, the German Democratic Republic and Czechoslo- 
vakia, which managed considerable surpluses in their 
trade with east European countries in the preceding years, 
allowed their imports to grow fast in 1973. Thirdly, the 
Soviet Union’s deliveries of industrial materials helped to- 
wards a better utilization of capacities in other east Furo- 
pean countries. For instance, the volume of its deliveries 
of petrol was stepped up by 12 per cent and of natural gas 
from 3.5 billion cubic metres in 1972 to 5 billion in 1973. 
Fourthly, the trade in machinery which accounts for al- 
most 50 per cent of mutual trade increased fast. For 
instance, Soviet orders for machinery in CMEA countries 
were, on | January 1973, 20 per cent higher than on 
| January 1972 and those of CMEA countries in the Soviet 
Union were 30 per cent higher. These two flows account 
for more than 60 per cent of mutual trade in machinery. 
An increasing part of machinery was supplied on credit 
to the projects being built in the Soviet Union by joint 
efforts. They are intended to ensure supplies of fuels and 
other industrial materials for the region as a whole. 


Also, widening of intra-regional co-operation con- 
tinued to be conducive to trade, although the major 
impact will be felt in the year to come. Recently the 
emphasis has centred on the joint construction of capac- 


ity in energy and basic materials. Moreover, specialization 
in engineering, improvement in credit mechanism, the 
co-ordination of national plans for 1976-1980 and joint 
planning of foreign trade have also been given increasing 
attention. 


The risk of an energy crisis led to a number of decisions 
concerning output and mutual energy supplies (principal- 
ly oil and gas). The present position is indicated by table 
5.4. The region depends relatively little on external 
sources of energy supplies. It has been announced re- 
cently that energy prices in intra-regional trade will 
remain unchanged until the end of 1975. Thus, most likely 
there will be no major disturbances in the short run in 
payments balances of these countries. Oil supplies from 
the Soviet Union are expected to increase at a steady rate 
(they went up from 60 million tons in 1972 to 68 million 
tons in 1973) and those of natural gas to be stepped up— 
from 3.4 billion cubic metres in 1972 to 4.9 billion in 1973 
and 10 billion in 1975. Poland is to increase its deliveries 
of coal, the output of which is planned to go up by 10 
per cent in 1974. In the long run, the emphasis is on joint 
prospecting and building of new capacities (mostly oil 
in Komi Republic and gas in Orenburg in the Soviet 
Union, but also coal in Poland). The most important 
project under construction in this field is the Orenburg 
1,700-mile-long gas pipeline. With its completion the 
Soviet Union’s deliveries of gas to east European coun- 
tries will rise to 30 billion cubic metres рег уеаг.*° It has 
also been agreed to build eleven nuclear power stations 
(8 million kilowatts) which should contribute to the 
regional energy balance. 


Important joint projects are under construction in some 
other fields: in steel-making (the Kursk combine in the 
Soviet Union 10-12 million tons capacity), the production 
of asbestos (the Kiembaev combine in the Soviet Union 
500,000 tons capacity), copper (Poland and Bulgaria), 
sulphur (Poland), potassium, salt (the German Demo- 
cratic Republic) and cellulose (the Ust-Ilimsk combine 
in the Soviet Union 500,000 tons capacity). Partner 
countries participate in investments with deliveries on 
credit of equipment and building materials but the home 
country remains the owner of projects. Repayments of 
credits will be made in kind, at fixed prices, with options 


30 See also the note on the fuel situation in this SURVEY. 


Foreign trade 


SS ia 


Changes in the value of foreign trade and the volume of national income and industrial output, in east European countries 


TABLE 5.1 


(including the Soviet Union) 


(Value in millions of current dollars and percentage change over corresponding period of previous year) а 


a 


Country and period 


Bulgaria 
1971 
О or 
Plan 1973 
Actual 1973 
Plan 1974 


Czechoslovakia 


1971 

1972 

Plan 1973 
Actual 1973 
Plan 1974 


German Democratic Republic 


1971 

1972 ee 
Plan 1973 
Actual 1973 
Plan 1974 


Hungary 
1971 
O72 i: 
Plan 1973 
Actual 1973 
Plan 1974 


Poland 


1971 
ПО. - 
Plan 1973 
Actual 1973 
Plan 1974 


Romania 


1971 
1972. 
Plan 1973 
Actual 1973 
Plan 1974 
Soviet Union 
1971 
ПО. 
Plan 1973 


Actual 1973 
Plan 1974 


Value in million $ 


Percentage change 


Exports Imports Exports Imports pee sai 
(put 

2 181 2 099 8.9 SAT, 7.0 9.0 
2 603 2 548 10.0 11.0 8.0 8.3 
us es —— 13.2 —— 8.0 9.9 

3 401 3 294 1287 ОЙ 8.7 10.6 
—— 8.5 —— 10.0 11.0 

4 180 4 009 10.2 8.5 Sail 6.7 
4915 4 662 8.3 ПА 5.9 6.8 
5 210 ИЗ 6.0 151 Sell Se 
WO 6 886 8.8 16.9 5:2 6.8 
Sy? 5.8 

5 088 4972 10.8 2.8 4.5 5.6 
6 200 5 920 1222 O72 Doll 6.3 
—— 14.0 —— 5 6.5 

—— 14.8*—— Shs! 6.8 

—— 10.0 —— 5.4 6.7 

2 500 2 990 Ио 19.3 6.5 7.0 
3 291 3 154 21.2 —2.9 Sail 5.0 

3 554 3 406 7.0 7.0 4-5 5.5-6.0 
4 472 3958 18.0 9.0 6.5-7 Ue? 
—— 8-10 —— 5.0 5.5-0.0 

3 872 4 038 9.1 109 8.1 8.3 
4 927 51329 Е 21.4 10.1 10.7 
5 563 6 400 12.9 20.1 7.9 9.7 
6 635 8 200 17.1 33.8 са.10.0 LG 
7 829 10 004 18.0 22:0 9.5 И 
2101 2 103 13.5 ed 12.8 Я 
2.599 2 616 14.0 14.7 10.0 Я 
3 428 3 066 ЭТУ 17.2 9.8 14.7 
3 868 3 628 29.2 20.4 10.8 14.7 
э 394 4 803 39.4 32.4 14.6 16.7 
13 806 12 478 7.9 6.4 5.6 del 
15 361 16 047 DES) 18.4 39 6.5 
ja a —— 7.9 —— 6.02 5.8 

23 065 22 627 24.4 16.6 6.85 7.4 
—— 10.0 —— 6.56 6.8 


Sources; national statistics, plans and plan-fulfilment reports. 


а ТЕе absolute values in current dollars are obtained by ar 
Nations, Monthly Bulletin of Statistics, February 1972 and November 
ng units. The same procedure has also 


expressed in national accountl 
с Income distributed. 


splying the official exchang 
1973). The percentage c 
been followed in tables 5.2 and 5.3. 


e rates used for statistical purposes (see United 
hanges are derived directly from national series 
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for continuing deliveries once credits are repaid. An 
increasing part of these projects is now financed by the 
CMEA International Investment Bank (IIB). So far, it 
has granted close to 850 million (current) dollars credits, 
of which 45 per cent were in 1973 alone. It is at present 
participating in the financing of 33 projects, all of them 
highly relevant for regional co-operation. 

The speeding up of co-operation in the engineering 
industry is dictated by the fast increase in the needs for 
research which is costly, the need to reduce costs of ex- 
pensive electronics and energy machinery (especially 
those for atomic power stations), and by the fact that 
engineering accounts for close to 50 per cent of mutual 
trade. So far, 16 multilateral and several dozen bilateral 
agreements have been signed for specialization and co- 
operation in this field. A new step forward has recently 
been made by the setting up of three associations: 
Intertextilmach and Interatomenergo which are indepen- 
dent units financed by their own income, and Inter- 
electro which will be financed by contributions from 
member states. These associations will have considerable 
authority in textiles, atomic energy and electric engi- 
neering on matters of research, planning, output, sales, 
servicing, technical assistance and investments. 


An office for the joint planning of trade has recently 
been established in CMEA. It is responsible for working 
out regional plans based on existing specialization and 
co-operation agreements and the decision arising from 
the co-ordination of national plans (1976-1980) which is 
under way. The increasing importance of deliveries 
based on mutual specialization schemes necessitates large 
short-term credits and intensified planning. The CMEA 
International Bank for Economic Co-operation (ВЕС) 
is asked to provide such credits; so far they have amounted 
to only 7 per cent of the settlements in transferable roubles. 


(iii) Trade between east European and western industrial- 
ized countries 


The growth of trade between east and west European 
countries continued to speed up in 1973 (January- 
September). Measured in current dollars, west European 
imports from eastern Europe increased in 1973 by 36 per 
cent (14 and 17 per cent respectively in 1971 and 1972 as 
a whole) and its exports to that area by 42 per cent (8 
and 27 per cent respectively in 1971 and 1972). A large 
part of the growth was due to increases in prices, which 
were faster in 1973 than in 1972. However, growth 
speeded up also in volume terms: west European imports 
from eastern Europe are estimated to have increased in 
1973 by some 11 per cent (as compared with a very mod- 
erate increase in 1972) and their exports to that area by 
some 20 per cent (some 13 per cent in 1972 as a whole). 

Most major western partners shared in this expansion 
of trade, especially France, the Federal Republic of 
Germany, the United Kingdom, Finland and Sweden. 
On the eastern side, the major participants in the ex- 
pansion of imports were Poland, the Soviet Union and 
Romania. The fastest export growth was that of the 
Soviet Union, followed by that of Hungary and Poland. 

Table 5.5, which includes seven west European coun- 
tries, shows the commodity composition of more than 70 


per cent of east-west trade. It indicates that (in terms of 
national currencies) machinery and food showed the 
fastest rate of growth in west European imports from 


east European countries (mostly from east European. 


countries other than the Soviet Union). It also shows 
that food (mostly to the Soviet Union) and manufactured 
products other than machinery were the most dynamic 
west European exports to east European countries. Thus, 
the tendency for manufactured products to increase their 
share of east European exports to western Europe con- 
tinued. In absolute terms, however, the largest contribu- 
tion to west European imports came from basic materials 
(predominantly from the Soviet Union) and food (from 
east European countries other than the Soviet Union), 
and to west European exports from machinery and other 
manufactured products. These trends in current values 
were affected by relative price changes, which were highest 
in the case of crude materials and foodstuffs. 


Conditions for the growth of east-west European trade 
improved in 1973. There was a speeding up of the growth 
of demand in western Europe and of supplies (except for 
foodstuffs in the Soviet Union) in eastern Europe. A 
particular point in this context was the continuation of 
beef shortage in western Europe and the stepping up of 
animal slaughter in eastern Europe. Further stimula to 
east European exports came from food prices in western 
Europe, which increased beyond Common Market in- 
tervention level, and from prices of basic materials quoted 
in dollars which more than offset the dollar devaluation. 
Industrial co-operation contributed increasingly to this 
trade (for instance, it accounts already for 20 per cent of 
Hungarian exports of machinery to this area). Credits 
from the west were increasingly forthcoming, which cor- 
responded to the intensification of modernization of 
industries in eastern Europe. The Soviet Union alone 
placed orders in western Europe for plant and equipment 
to the amount of $460 million in 1971 and $1.3 billion 
i 1972; 


Trade with overseas industrial countries continued to 
be the most dynamic flow in the trade of east European 
countries (for imports this was the case for the fourth 
year in succession). Measured in current dollars, imports 
of these countries from eastern Europe increased in 
January-September 1973 by 67 per cent (compared with 
27 per cent in the whole of 1972) and their exports to 
them by 74 per cent (75 per cent in 1972 as a whole). 
Obviously, this implies considerable increases in volume 
terms also. In recent years this trade has been dominated 
by the United States. Its imports from eastern Europe 
rose by 43 per cent in 1972 and 63 per cent in 1973 (12 
months), and in the latter year reached $519. million. Its 
exports to that area more than doubled in both years 
and in 1973 reached nearly $1.8 billion. Most of this 
was in trade with the Soviet Union (some $1.4 billion in 
the whole of 1973) followed by that with Poland (some 
$450 million). In the first nine months of 1973 Japanese 
imports from eastern Europe grew fast (79 per cent, as 
compared with 19 per cent in the whole of 1972) but its 
exports declined by 3 per cent (following an increase of 
37 per cent in 1972). Canadian trade with eastern regions 
continued to grow fast. 
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TABLE 5.3 | 


Commodity composition of trade of selected CMEA countries 
(Percentage changes in trade values) 


Exports Imports 
di Consumer к Intermediate Consumer 
Country and period Total Machinery ие Food а Total Machinery goods Food goods 

Bulgaria 

OTD ekg а ve 10.0 22.4 97 3.4 1.9 11.0 18.6 8.0 —30.4 3 

1973 (9 months) . . 135 26.5 8.0 4.6 10.7 15.0 112 15.6 69.0 
Czechoslovakia 

ПА oo cen Rise hee Se os 8.3 8.4 55) 4.8 3.2 ИЛ 9:5 8.5 —2.7 6.7 

А cp О Om 8.8 5.0 13.9 7.8 10.2 16.9 25.4 13:2. 8.0 18.0 
Hungary 

о пон о бы, В 21.2 28.1 20.8 17.5 18.0 —2.9 —9.0 я —12.2 —5.3 

О Е 18.0 19.0 22.0 25.0 7.0 9.0 —5.0 12.0 16.0 26.0 
Poland 

LOUD Rete es ил 16.0 12.8 36.3 14.7 21.4 37.0 13.8 —1.5 31.4 

1973 (11 months) Wel 1-5) 14.9 WES: DFS 33.8 41.8 26.7 41.0 RIES 


a 


Sources; national statistics, plan-fulfilment reports. 


Trade between eastern Europe and overseas industrial 
countries was boosted by grain shortages in the Soviet 
Union, United States credits and the fact that east 
European countries were newcomers in these markets. 
Table 5.6 indicates that all major groups of commodities 
in the United States exports to and imports from eastern 
Europe grew rapidly. However, food dominated United 
States exports, contributing 78 per cent to the increment 
in 1972 and 74 per cent in (January-August) 1973. (Grains 
contributed 75 and 62 per cent respectively and wheat 
alone 35 and 59 per cent respectively.) The contribution 
of machinery was small although rising: 3 and 10 per 
cent in 1972 and (January-August) 1973 respectively. 
Excluding wheat, United States exports rose in 1972 and 
January-August 1973 by 75 and 85 per cent respectively. 
In the expansion of United States imports from eastern 
Europe, the participation of major commodity groups 
was more evenly distributed but that of fuel and manu- 
factured goods other than machinery was the largest. 
Shifts occurred also in east European trade with Canada 
and the pattern was similar to that of the United States. 
Shifts in the structure of Japanese trade with east Euro- 
pean countries were considerable in 1972 (especially in 
favour of exports of machinery and imports of manufac- 
tured goods other than machinery) but moderate in 1973. 
The Soviet Union placed orders for machinery in Japan 
amounting to $138 million in 1971 and to $155 million 
in 1972. 


The main feature of the above trade expansion was a 
rapid increase in eastern Europe’s trade deficit. In trade 
with all industrial market economies it amounted during 


January-September 1973 to $2,345 million as 


compared 
CC mpared 


with $2,093 million in 1972 as a whole.% It was financed 
primarily by inter-government or inter-bank credits 
intended for specific projects or as an aid to the balance 
of payments (some $1.7 billion were mentioned by 
the Press in 1972, 1973). Since 1973, Romania can 
borrow from the IMF (some $100 million in 1973). Soviet 
sales of gold, which were virtually nil during 1966-1971, 
reached some $250-300 million in both 1972 and 1973. 
Finally, borrowing in the Euro-dollar market accelerated. 
This led to the increase in the debt outstanding of east 
European financial institutions of close to $400 million 
in 1970 and $660-670 million in both 1971 and 1972. The 
deficit has persisted over a number of years, its cumulative 
size amounting during 1968-1973 to roughly $7 billion. 
Since a part of it was financed by credits, eastern Europe’s 
external debt must have increased considerably. The 
Soviet Union’s debt service ratio (repayment of principal 
plus interest relative to earnings of hard currency) is esti- 
mated at 19 per cent in 1972 ($563 million) and has gone 
up in 1973. In Poland, at the present rate of borrowing, 
this ratio may reach 25 per cent in 1975. In most of the 
other east European countries it is less than this, but is 
above 10 per cent and is rising. 


*' The deficit in the trade with west European countries alone 
amounted during January-September 1973 to $1,352 million as 
compared with $1,119 million in 1972. Certain west European 
countries had a deficit in this trade: United Kingdom in 1973 
(January-September) $285 million (1972 as a whole $195 million), 
[taly $267 million ($213 million), Finland $51 million. Most other 
countries had an export surplus: in January-September 19738 
Federal Republic of Germany $1,321 million ($1,067 million), 
France $300 million ($300 million), Sweden $81 million ($5 million), 
Switzerland $134 million ($140 million). 
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The growth of this debt has brought to the fore the 
problem of the costs at which credits are obtained. The 
Romanians have recently pointed out that the interest 
alone has made the equipment which they imported on 
credit at least 15 per cent dearer. In 1973 interest rates 
rose considerably as a result of anti-inflationary policies. 


East European countries consider bearable only loans 


granted for more than 10 years and at 6 per cent interest, 
ie. the rate at which the Export-Import Bank in Wash- 
ington lends. The rate of 6.5 per cent, charged by the 
Japanese semi-official Export-Import Bank has been one 


Моте.— The sign minus represents import surplus. 


of the major obstacles in the Soviet Union-Japanese nego- 
tiations concerning Siberian projects. Western commer- 
cial banks prefer eight-year terms for loans and floating 
interest rates set at a negotiated percentage above an 
easily ascertainable market interest rate. Such rates may 
go up to even 9 or 11 per cent, especially for countries 
which have large trade surpluses (such as the Federal 
Republic of Germany) and do not need to subsidize 
credits in order to stimulate exports. During the recent 
session of the Soviet-Federal Republic of Germany 
Economic Commission it was stated that credits should 
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TABLE 5.5 
The commodity composition of selected west European countries’ exports to and imports from eastern Europe (including the Soviet Union) 


Exports f.o.b. 


Imports c.i.f. 
pe ee к 


Manu- Manu- 
Food, factured factured 
beverages products Machinery . pr oducts 
and Basic excluding and Basic excluding , 
Country Total tobacco materials machinery equipment Total Food materials machinery Machinery 
France 
1972 millions of 
nationalcurrency . 4101 Пола 1 446 1 404 482 5 674 С 225 2170 2 363 
1972 percent. change 16.3 20.5 —10.3 53) 17.8 ТУ. 94.5 19.8 17.6 Я 
1973 Jan.-June ре- 
centage change . . 7S) 21,3 23.7 20.9 —16.7 28.3 167.4 100.0 30.4 —15.1 
Federal Republic of Germany 
1972 millions of 
nationalcurrency . 5 323 1 190 2 188 Slee 1 229 7 660 443 463 6 1 918 с 48074 
1972 percent. change Ie 5.8 Wel 7.1 26.1 SHS 11S 20.2 13.0 45.1 
1973 Jan.-Sept. рег- 
centage change . . 16.3 9.6 18.4 20.4 21.6 43.4 61.6 54.3 82.2 26.3 
Italy 
1972 billions of 
national currency . 646 PSS) @ 203 155 29 458 Bie 10 221 196 
1972 percent. change 17.0 28.9 7.0 2S 20.8 —0.4 10.7 0.0 2.4 —3.9 
1973 Jan.-June рег- 
centage change . . 20.1 SHES: ТЫ 4.0 50.0 ТЕ —6.7 75.0 9.5 3a 
United Kingdom 
1972 millions of 
national currency . 396 52 100 221 23 276 7. 26 133 110 
1972 percent. change PS} —6.7 1.1 18.4 35.3 9:1 6.7 20.6 6.9 11.0 
1973 Jan.-Oct. рег- 
centage change . 47.2 1.6 48.1 56.2 61.1 20.9 82.9 —17.9 23-й [3.5 
Austria 
1972 billions of 
national currency . 10.3 1.9 5.0 2.5 0.9 10.6 0.2 0.8 6.6 3.0 
1972 percent. change Uc? 33.5 —3.5 4.7 50.9 9.5 —26.6 8.3 19.3 14.6 
1973 Jan.-June рег- | ; 
centage change . ies oe U3} 25.1 —2.8 17.0 44.8 9-1 14.7 23.5 
Finland 
1972 millions of 
national currency . 2044 47 1 427 386 184 1 839 ЧР 201 1015 451 
1972 percent. change —3.0 —59.1 —14.0 8.2 DEES 32:9 48.3 0.5 42 2 32.6 
1973 Jan.-Sept. рег- | Е ae 
centage change . 22.8 43.3 14.3 41.1 44.8 14.8 0.0 22.6 0.6 52.9 
Sweden 
1972 millions of 
nationalcurrency . 1 708 137 72] 712 132 1565 95 ore = 
3 - 2 2 32 56: 95 287 607 576 
1972 percent. change —0.7 —4.2 —9.6 18.1 16.5 —1.6 5 3 8 
1973 Jan.-Oct. рег- ie a a re one a 
centage change . 22.9 29.3 15.1 21.0 68.2 50.3 46 —12.7 47.8 525 


Sources: national statistics. 
@ Agriculture. 


6 All inputs. 


d Final goods. 


с Finished but not fina lgoods. 
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be extended at terms as favourable as possible. In fact, 
this means that credits at preferential rates should be 
granted (by semi-official banks and/or others in which 
the Government owns certain shares) when the projects 
of common interest are involved (the development of 
energy resources and the output of industrial materials 
for instance). 


Numerous efforts are now being made to prevent the 
balance of payments from becoming an obstacle to future 
rapid growth of east-west trade. The principal ones only 
will be mentioned here. First, credits extended by western 
countries are increasingly linked to specific projects in 
east European countries and the repurchase of their 
future products.” It is estimated that such financing 
contributed in 1973 some 20 per cent of the Soviet Union’s 
repayment of long-term and medium-term debt. Secondly, 
an increasing number of organizations take an interest 
in export promotion. Thirteen western commercial banks 
now have their representative offices in Moscow. They 
are active in establishing contacts between businessmen, 
in the exchange of information on export capacities and 
in raising finance for certain projects. In western Europe 
there are some 15 east European banks and affiliates. 
They encourage joint ventures, leasing of equipment * 
and participate in western currency and security mar- 
kets. In 1972 CMEA banks borrowed $200 million in 
western markets. Furthermore, fourteen United States 


92 Rxamples of such credit links have been quoted in the Economic 
Bulletin for Europe, vol. 25. Among the new ones the following 
are particularly illustrative: Montedison of Italy will deliver to the 
Soviet Union (during 1974-1978) seven chemical plants against 
future sales of their products (500,000 tons of ammonia per year 
over ten years). Some French companies granted $200 million 
credit for the construction of a petro-chemical complex in the 
Soviet Union against deliveries of future products. Finland has 
granted a credit of 150 million Finnish marks for the construction 
of a mining project in the Soviet Union (capacity 2.7 million tons 
of pellets in 1978 and 8 million tons in 1981) against future deliveries 
of pellets. A consortium in the Federal Republic of Germany (led by 
Krupp) will participate in investments in a steel-mill at Kursk in 
the Soviet Union (the total cost of which amounts to $2.2 billion 
—of which German credit may be $850 million—to be completed 
in 10 years) which will supply the consortium with pellets. Five 
major projects are being negotiated between the Soviet Union and 
Japan: coal outpui in South Yakutsk, natural gas output in Yakutsk 
(capacity 10 billion cubic metres of liquified natural gas a year each 
to Japan and the Soviet Union), the trans-Siberian railroad (4,350 
miles long—to be used for resource development), the Tyumen 
pipeline to Nakhodka (4,136 miles long) together with oil storage 
and shipping facilities and the project for Soviet electricity supply 
to Japan. It is estimated that all these projects will require a $10 
billion credit of which 50 per cent will be extended by Japan and 
repaid by deliveries of respective products. An agreement is being 
negotiated for deliveries of natural gas from Iran to the Soviet 
Union and an equivalent counter-delivery of the Soviet Union to 
the Federal Republic of Germany, with necessary investments and 
servicing to be paid by Iran. An earlier agreement expects other 
Soviet deliveries of gas to the Federal Republic of Germany to 
reach, by 1979, 7 billion cubic metres annually which will be paid 
for by exports of tubes. A proposal stands for a similar scheme 
between Iran, the Soviet Union and Japan. 

93 There are two companies—Crédit Lyonnais of Paris and Morgan 
Grenfel of London in partnership with the Soviet banks in western 
Europe—specializing in leases. The advantage is that the equipment 
is fully financed before it is leased and can be put into place and used 
more rapidly than if more conventional financing were employed. 


firms have received permission to open offices in Moscow, 
and a United States Government commercial office will 
soon be established there. Especially important events in 
1973 were the setting up of the joint Soviet-American 
Trade and Economic Council (with an office in New 
York and another one in Moscow), a joint US-Romanian 
Economic Commission (an intergovernmental body) and 
US-Romanian and US-Bulgarian Economic Councils. 
They should encourage long-term contracts between 
companies. Thirdly, intergovernmental and intercompany 
co-operation agreements increasingly stress industrial 
co-operation (which for the moment contribute less than 
10 per cent of east-west trade) and joint ventures ** (Roma- 
nia has already managed several of them). Finally admin- 
istrative obstacles to east-west trade continued to be 
reduced. Most of the above intergovernmental agree- 
ments provide for MFN treatment and the elimination of 
quantitative restrictions (or a promise to this effect). 
Hungary, Poland and Romania may expect increasing 
benefits from their GATT membership. 


(iv) Review by country °° 


In Bulgaria the growth of exports and imports speeded 
up in 1973 to 12.7 and 11.7 per cent respectively. The 
fastest growth was achieved in trade with industrial mar- 
ket economies. Bulgaria continued with the policy of 
maintaining a slight surplus in its over-all trade but a 
moderate deficit in that with industrial market economies. 
The growth of exports was dominated by machinery and 


94 Тре scope and the extent of intergovernmental co-operation 
agreements has been explained in the Bulletin, vol. 25. It quotes 
the existence in the second half of 1973 of 67 such (identified) 
agreements. Recently, the German Democratic Republic, following 
the establishment of diplomatic relations with west European 
countries, concluded a few more. 

There has been a speeding up in the number of intercompany 
agreements. For instance, during the first half of 1973 Hungary 
concluded 19 such agreements (of which 10 were in engineering); 
up to 1973, Czechoslovakia signed 23 agreements and in 1973 
Romania concluded or discussed 4 joint ventures. An important 
example of the activity in this field is the Soviet Union’s Committee 
for Science and Technology which has so far signed co-operation 
agreements with 11 United States corporations and a number of 
others in west European countries. Its five-year agreement with 
Monsanto provides for joint research and ventures in the production 
of various chemicals such as synthetic rubber, fertilizers, fibres, etc. 
Its 10-year agreement with the Control Data Corporation provides 
for joint efforts in designing computers, information systems and 
soft-ware, as well as the Soviet participation in production (the 
deal may be worth $500 million over the next five years). Its five-year 
agreement with American Food Machinery Corporation provides 
for joint efforts in the development of farm machinery, agro- 
industrial complexes and food industry (especially soft drinks). 
Its three-year agreement with LURGI Company in the Federal 
Republic of Germany in the sphere of the chemicals and metallurgy 
industries provides for the exchange of scientific and technical 
information, mutual delegation of specialists, joint industrial 
research and exchange of know-how. Another example is the agree- 
ment with the Romanian Government recently signed with the 
United States Company ITT for industrial and commercial co- 
operation in telecommunications, electronic and electromechanical 
parts, industrial products, consumer products and publishing. 

95 Growth rates referred to in this section are in terms of foreign 


trade accounting units except for trade with industrial market 
economies which are expressed in current dollars. 


consumer goods. Their outputs have become highly 
specialized and grew in 1973 by 19 and 9 per cent respec- 
tively. Imports of foodstuffs followed by industrial 
materials grew at the fastest rate. This was in line with 
the campaign to improve consumers’ standards and 
supplies of inputs to industry and reflects price changes 
in the world market. The Plan for 1974 expects a consi- 
derable slow-down in the rate of growth of total trade, 
but a substantial acceleration in that with CMEA coun- 
tries. 


In 1973 Czechoslovakia broke with a tradition of a 
slower increase in imports than in exports (they went up 
by 16.9 and 8.8 per cent respectively). The reversal came 
after the debts contracted in CMEA countries during 
1968-1969 had been repaid and when larger credits became 
available in western countries, prices, credits and demand 
conditions resulting in trade with industrial market 
economies growing fastest. The most rapid increase took 
place in the export of intermediate goods and consumer 
goods, following a rapid growth of output of these sectors. 
Imports of machinery and consumer goods were most 
dynamic since investments in machinery rose very fast and 
the growth of population income speeded up. A similar 
policy will be pursued in 1974 and rates of growth of 
exports and imports in volume terms may remain un- 
changed. 


In the German Democratic Republic, total trade is 
estimated to have gone up in 1973 by some 15 per cent 
and imports alone by more than that. The fastest growth 
was recorded in trade with industrial market economies, 
implying a sharp acceleration in German exports to, and 
a slower increase in imports from them. The German 
deficit in this trade was reduced considerably. Trade 
with developing countries grew by 22 per cent, most of 
it representing the recovery of the ground lost in 1972. 
Following the build-up of a large surplus in trade with 
east European countries in the two preceding years, 
German imports from them ought to have speeded up 
sharply in 1973 and its exports to them slowed down a 
great deal. Output statistics suggest that the fastest growth 
may have taken place in exports of chemicals, machinery 
and consumer goods and demand statistics indicate that 
imports of capital goods and consumer goods may have 
gone up fastest. The Plan for 1974 expects a decline in 
the rate of growth of trade but an even growth of trade 
by major regions. 


In Hungary, a certain export surplus was needed to 
repay credits and raise foreign currency reserves but its 
size (some 4 per cent of net material product) was affected 
by current demand. (Exports and imports rose in 1973 by 
18 and 9 per cent respectively.) Economies were con- 
centrated as in 1972 on the growth of investments, with 
the result that exports of capital goods continued to grow 
rapidly while imports continued to decline. Exports 
were further helped by a rising output of intermediate 
products, a good harvest and by the fact that, despite the 
revaluation of the forint, prices remained higher abroad 
than at home. Speeding up of private consumption and 
an improvement in supplies of industrial inputs led to a 
rapid increase in imports of these goods (in 1972 they 
had either grown little or declined). Exports to and 


imports from market economies increased at the fastest 
rates. Debt repayments and lagging demand for invest- © 
ment goods necessitated a rising surplus in trade with 
CMEA countries, while credits permitted a slight increase 
of the deficit in the trade with industrial market economies. 
In 1974 the growth of exports may slow down and that of 
imports speed up. The Plan expects the elimination of 
the surplus in the trade with east European countries but 
a moderate deficit may continue in that with industrial 
countries. This will permit the revival of investments 
and the rebuilding of stocks. 


For the third year in succession, Poland borrowed 
abroad on an increasing scale (its exports and imports 
rose in 1973 by 17 and 34 per cent respectively). This 
was necessitated by speeded modernization of industries 
and the need to sustain market equilibrium. Imports of 
machinery (including durable consumer goods) grew at 
the fastest rate followed by that of foodstuffs. Expanding 
industrial co-operation and rising prices made imports of 
intermediate products speed up. Exports of all major 
groups of products increased fast as a follow-up of the 
modernizations, good harvests and improvements in 
marketing. Credits were obtained predominantly in 
industrial market economies which resulted in Polish 
imports from them rising fastest (as in 1972). Polish 
exports to this area also grew at the fastest rate, largely 
because of sales of foodstuffs. In 1974, Poland intends to 
reduce the disparity between the rates of growth of its 
exports and imports in order to slow down the growth of 
foreign debt. Exporters will enjoy special credit facilities 
and profit margins larger than dealers on the domestic 
market. 


In Romania, exports and imports accelerated and 
reached in 1973, 29 and 20 per cent respectively. Policy 
aimed at reducing the debt with CMEA countries and 
slowing down the increase in debt in western industrial 
countries. The stress was on trade with industrial market 
economies. Machinery and agricultural products were the 
most dynamic exports helped by a considerable increase 
in output. It seems that machinery and intermediate 
products were the fastest growing imports, following the 
very rapid growth of industry and investments. The Plan 
for 1974 expects exports and imports to grow by some 
40 and 33 per cent respectively and those paid in convert- 
tible currency by 76 and 51 per cent respectively. The 
export surplus should more than double, most of it being 
in convertible currency. This is necessitated by the need 
to raise currency reserves, accelerate the repayment of 
debt in western countries and avoid high cost credits in 
the west. Imports from east European countries will be 
raised sharply in order to reduce the payments problems 
of other partner countries. 


In the Soviet Union the growth of trade was calculated 
in 1973 to be 20.3 per cent in value terms but 16 per cent 
in volume terms. Soviet exports increased faster than 
its imports. This led to a switch from a deficit in 1972 to 
surplus in 1973. The Soviet Union’s trade with industrial 
market economies grew at the fastest rate: imports were 
sustained by co-operative schemes and setbacks in agri- 
culture which necessitated large purchases on credit of 
machinery and grains (some 14.8 million tons in 1972/73 
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agricultural year). Exports were helped largely by rising 
prices of intermediate products. Since the Soviet deficit 
with industrial market economies continued to increase 
substantially, it appears that its deficit in trade with 
СМЕА countries in 1972 was reversed into a surplus in 
1973 and the surplus with developing countries increased 
further. The fastest expansion in exports took place in 


intermediate goods followed by a 15 per cent increase in 
machinery. Imports of food products grew at the fastest 
rate followed by a 16 per cent increase in machinery. The 
Plan for 1974 expects a substantial decline in the rate of 
growth of trade. The Soviet imports from the United 
States may decline a great deal now that the need to 
import wheat has ceased. 


6. THE 1974 NATIONAL PLANS 


According to targets set in the national plans for 1974, 
the over-all expansion in the area as a whole is to be 
maintained at a rate of 7.1 per cent, the same as that at- 

tained in 1973.°° The dispersion of over-all growth rates 
_ Ваз been widened, due mainly to differentiated national 
growth policies. 


Countries such as Hungary, the German Democratic 
Republic and Czechoslovakia have planned their over-all 
growth in line with the policy of consolidation (more 
balanced economic development) and have kept their 
growth rates in close association with the five-year plan- 
ned targets. Hungary has planned its expansion at a 
considerably lower rate (5 per cent) than that attained in 
1973 (6.5-7 per cent). However, thanks to a successful 
consolidation of the economy in 1972 and 1973 and to a 
high export surplus realized in 1973, which will permit an 
import surplus in 1974, the increase in consumption—and 
particularly in investment—has been set at a rate exceed- 
ing the over-all growth rate. A slight deceleration in 
over-all growth is planned in the German Democratic 
Republic as a follow-up of the policy aiming at “ппргоу- 
ing the general economic proportions”. The 5.4 per 
cent rate of over-all growth, however, exceeds the current 
five-year plan rate. In Czechoslovakia, growth in 1974 
is planned at the 5.2 per cent rate already attained in 1973. 
The main concern of policy makers is the improvement 
of ‘“‘qualitative aspects of growth’. Such a policy is 
based largely on the fact that domestic supplies of basic 
materials, power and fuel, and to some extent of labour, 
do not meet the requirements of an accelerated expansion. 

The Soviet Union is in the middle position with regard 
to growth policies. The performance in 1973 exceeded 
the expectations of the planners: the actual rate of over- 
all growth (6.8 per cent) was higher than that envisaged 
in the annual plan (6 per cent). Expansion in 1974 is 
planned at a 6.5 per cent growth rate, indicating an accel- 
eration in relation to the planned growth in 1973 but a 
modest deceleration in relation to the 1973 actual rate. 
Special attention is to be given to technical progress and 
higher labour productivity as factors contributing to 
over-all growth. Improvement of the economic structure 
has been reported as another major policy objective. 

Accelerated growth is planned in Bulgaria and Roma- 
nia. In Bulgaria the increase in over-all growth is to be 
not less than 10 per cent in 1974. A faster expansion of 
industry and a significant increase in agricultural pro- 
duction are the main factors contributing to these devel- 
opments. Emphasis is also to be put on “improving 
qualitative economic indicators”’. 


96 Tables in the earlier sections of this chapter include the targets 
of the 1974 Plans to the extent that these have been expressed in 
quantitative terms. The respective rates of growth set in the current 
five-year plans ending in 1975 are included also. 


The excellent results reported in industrial expansion 
and in foreign trade during the past year had a decisive 
bearing on the acceleration in over-all growth in Romania. 
The 1974 Plan provides for a continuation of this policy: 
the planned over-all growth is to increase by 14.6 per cent. 
The fast increase of industry and foreign trade and the 
even more spectacular increase in agriculture are the main 
factors behind this accelerated expansion. 


In Poland, the planned rate of over-all growth (9.5 
per cent) considerably exceeds the planned five-year target 
and is in line with the developments of the two preceding 
years. The Polish economy has been in full swing, thanks 
to the favourable interaction of the high increase of do- 
mestic production and additional resources provided by 
imports. In order to maintain these developments, 
policy makers have emphasized three key issues in 1974: 
the strengthening of the monetary and market equilibrium, 
the efficient and disciplined implementation of the invest- 
ment programme and the rapid growth in foreign trade. 


Albania has not been included in the analysis of the 
economic situation of the area in the previous sections 
of this chapter.°7 The general impression, based on 
scarce information, is that a slow-down in over-all growth 
occurred both in 1972 and 1973 in relation to previous 
years. The rate of industrial growth in both years was 
9.5 per cent and the estimated growth of agriculture in 
1973 was about 7 per cent. Due to the production struc- 
ture of the country’s economy—the dominant position of 
agriculture and the high priority given to the development 
of industry—the rate of over-all growth could not have 
exceeded 7.5 per cent, which is below the annual and the 
five-year plan targets. For 1974 the rate of over-all growth 
has been planned, as in 1973, at 11 per cent. The main 
factor contributing to this acceleration is agriculture 
(the planned rate of growth is 27 per cent). By contrast, 
industrial expansion is to increase at the comparatively 
moderate rate of 7.6 per cent, which is significantly below 
the recorded achievements in past years. 


The investment plans for 1974 seem to be set in accor- 
dance with the development policies of all countries of 
the area. The Soviet Union and Hungary have planned 
an increase in investment expansion and Romania plans 
to continue а powerful investment drive. Poland and the 
German Democratic Republic, by contrast, plan for a 
reduced rate of investment expansion. However, in the 
case of Poland, the rate is still very high (11.8 per cent.) 


A policy aiming at the concentration of investment 
resources is incorporated in all the annual plans. Top 
priority is given to the completion of investment projects 


97 The only exception being that on industry. 
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in progress. Some of the annual plans contain the share 
of investment allocated to that purpose as a planned 
target. In Poland, only 20 per cent of investment resources 
may be destined for new investment projects. In the 
Soviet Union, 70 per cent of centralized investment re- 
sources is to be used for the completion of selected un- 
finished projects. 


The modernization and reconstruction of obsolete 
capacities and enterprises is another priority in investment 
policies. Emphasis is on the application of modern and 
advanced technology and, particularly, of complex mech- 
anization and automation. For instance, the annual 
plan in Bulgaria provides for no less than one-third of the 
total investment to be used for modernization and recon- 
struction. All the plan documents include a special 
section devoted to technical progress. Considerable at- 
tention is paid to the improvement of the quality of 
products and the assimilation of the results of scientific 
and technical progress. 


As far as new investment projects are concerned, most 
plans refer to investment in power and fuel, consumer- 
goods production and export oriented branches. In some 
countries, high priority is given to investment in the 
chemicals and engineering industries. Some annual plans 
refer to priorities concerning the regional allocation of 
investment resources. The annual plan in the Soviet 
Union provides for intensive investment in comprehensive 
development of natural resources in the eastern regions. 
In Bulgaria, the plan provides for an additional allocation 
of investment resources in less developed districts. 


The 1974 plan targets for industrial production are more 
ambitious than those for 1973. Nevertheless, in compar- 
ison with the actual performance in 1973, the rate of 
industrial growth is to accelerate only in Bulgaria and 
Romania. In both these countries, the planned rates are 
among the highest—1l1 and 16.4 per cent respectively. 
Only Poland has planned such a high growth rate, which 
slightly exceeds 11 per cent. In other countries of the area, 
industrial growth is to decelerate. This is true for the 
industrial growth in the area as a whole, due to planned 
slower growth in the Soviet Union. 


The pattern of the planned industrial expansion in 1974 
is broadly the same as that of the preceding year and, 
with a few exceptions, also of the current five-year plans. 
The most detailed output targets have been published for 
power and fuel producing branches. Production of con- 
sumers’ manufactures is often referred to as a priority 
objective. In some countries, for instance, in Bulgaria, 
additional resources are allocated in order to speed up 
the production in light and food-processing industries. 
The chemicals and engineering industries are expected to 
lead industrial expansion in most countries. In Romania, 
for instance, the chemicals industry as a whole is to in- 
crease by 36.3 per cent (within this industry, fertilizers 
are to increase by 51 per cent). In Bulgaria, the chemicals 
industry is planned to increase by 27 per cent and engi- 
neering by 21 per cent. In other countries of the area. 
the growth rates in these industrial branches are among 
the highest in industry, although much lower than those 
mentioned above. 


After the good results in agriculture achieved in 1973, 
countries such as Czechoslovakia, Hungary, Poland and 


the Soviet Union have planned for a slower growth шо 


1974. The most moderate growth rate has been planned 
in Hungary (2 to 2.5 per cent). The three other countries 
have envisaged an expansion at the rate of about 4 per 
cent. On the other hand, in the German Democratic 
Republic, Romania and Bulgaria, agricultural production 
in 1973 registered the same or slightly higher expansion 
than in 1972, which was for all these countries a year of 
bumper harvests. The 1974 Plans envisage a significant 
acceleration, particularly in Romania where the growth 
rate has been set at 27 per cent. 


In all countries an important part of investment is 
again to be channelled into agriculture with emphasis on 
animal production, particularly on investment in the 
building of modern installations for cattle-breeding, pig- 
raising and poultry production. But in Czechoslovakia 
priority has been given to more intensive expansion of 
crop production. Top priority is to be given to the devel- 
opment of fodder production and especially to the devel- 
opment of fodder-processing capacities. Important in- 
vestment means are also to be allocated for the expansion 
of vegetable production, based on the application of 
modern and advanced cultivation methods. Special at- 
tention is paid to land reclamation programmes. In the 
Soviet Union, investment outlays in agriculture are ex- 
pected to account for 27 per cent of total investment. 


It appears from national plans that the trade of east 
European countries may increase in 1974 between 11 and 
12 per cent. This is a considerable slow-down in compar- 
ison with the growth rate of about 17 per cent achieved 
in 1973. It seems that planners, expecting a considerable 
slackening in market economies, may have assumed a 
slower price increase in 1974 than in 1973, in which case 
the slow-down in the growth of trade in volume terms in 
1974 would not be as sharp as that mentioned above. The 
trade turnover in real terms increased in 1973 by roughly 
10.5. per cent. 


All countries apart from Romania have planned a 
slower growth of trade in 1974. The planned slow-down 
is especially pronounced in the targets for trade turnover 
of the Soviet Union, the German Democratic Republic, 
Hungary and for imports of Poland and, most probably, 
of Czechoslovakia. 


The plans contain very little about prospects for east 
European countries’ trade with different regions. It may 
be assumed, however, that the major slowing down will 
take place in their imports from industrial market eco- 
nomies and, to a lesser extent, in their exports to them. 
Following the excellent harvest in 1973, the Soviet Union’s 
need to import wheat from the United States, Canada 
and Australia has ceased. Its imports of other cereals 
and machinery will only partly compensate for the dif- 
ference. All east European countries will endeavour to 
slow down the increase in their trade deficits with indus- 
trial market economies, mainly by limiting the growth of 
imports. The growth of east European exports to this region 
may slow down also. First, the demand in western markets 
may slacken and, secondly, exports of east European coun- 
tries in 1973 have been stimulated by price increases. 
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The economic activity expected in 1974 does not suggest 
per se any need for the slow-down in the volume of trade 
growth. The output of sectors especially relevant to trade, 
such as machinery, chemicals and metals, are expected to 
grow rather fast and at only a slightly lower rate than in 
1973. Output of consumer goods may increase at an even 
faster rate than in 1973. It can be expected that the ex- 
pansion of exports will rest primarily on these products. 


In most countries, investments are expected to grow faster 
than in 1973 which will stimulate imports of machinery. 

Attempts are being made not to strain bilateral balances 
which would affect mutual trade. Some countries, such 
as Czechoslovakia, the German Democratic Republic, 
Hungary and Romania, intend either to eliminate or 
substantially reduce their surpluses in 1974. This will 
give rise to exports of other countries which intend to 
repay some of their short-term debts. 
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Output of selected industrial products in eastern Europe and the Soviet Union 


ЕЕ Е ВИО SS EEE ES 


1966-1970 1973 
Product and country average 1971 1972 Plan Ss tn os ph dey 
Electric power (billion kWh) 
О а oy SARS. e 155 21.0 р) у. 21.9 ть 30 
(Czechoslovakia... . . Ан 41.0 47.2 51.4 ass 93.5 56.7 
German Democratic Republic Sabah 1 62.6 69.4 72.8 75.2 76.9 80.7 
Hunpaty® о В. : 1322) 15.0 16.3 ae 17.6 5 
Poland» >. 55.8 69.9 76.5 oh 84.3 91.5 
Romania ipa ee a ie 28.0 39.5 43.4 48.5 46.7 51.5 ки 
Soviet Union ee ere See. i: 640.2 800.4 858.0 915.0 915.0 975.0 1 065 
Byelorussian SS Re Amer hr oct 404 12.1 18.5 21.0 22.5 23.0 26.0* 
И es kee Ge x 118.2 150.0 158.3 172.0 172.0 185.6 
Coal 4 (million tons) 
ESO ail к re ржа nc. <2 Ay о 27.9 27.0 27.3 Hh 28.8 
Czechoslovakia... . ee 103.0 113.5 113.4 ze 109.0 
German Democratic Republic Me se) 2522 263.7 249.3 Oi 246.2 
ENUM Я we Ae ев 23-2 27.4 25.8 ne 26.8 
Roland А: 5% 4s 157.7 180.0 188.9 oe 195.8 na 
TROVE IOUT he Sten ce ие 17.5 22.9 28.3 27.3 24.8 Dyes se 
Soviet Union . . Fae: Se ae 601.4 640.9 655.2 665.3 668.0 679.1 695 
Byelorussian SSR ое aa ee = a= = = sas =. aS 
WikrammanisSR «4.5 «2 5. s = 200.2 209.5 2.2 212.6 213.0 215.5 
Oil (million tons) 
Bul eanae geen aie eee uw: bec ee a А 0.41 0.31 0.25 “fs 0.19 
Czechoslovakia. ... Be Е 0.20 0.19 0.19 
German Democratic Republic ete) foc — — — -— — — — 
о pecs Se 1.78 2.0 2.0 ae 2.0 2.0 
Platine о a eb so eae ot 4s 0.44 0.40 0.35 AE oe se 
RCRA eae coy a st os a Rest ox 13.19 13.79 14.13 14.2 14.29 14.4 a 
Soviet ОЕ © pee is a sows a 308.8 Sh IL-l 400.4 430.0 429.4 458.0 496 
Byclomussian SSR уе - 1.94 5.3 5.8 oF 7.0 Wel ta 
Wikramian SSR ель 11.94 14.30 14.5 13.9 14.1 13.2 
Natural gas (billion 113) 
аа оо =) eer ss 0.40 0.33 0.22 Ais 0.22 
Czechoslovakia. .. . Ope ee eee 1.12 9222 ЛУ Hs о he 
German Democratic Republic а sds 2.80 5.00 7.0 ae 8.3 
И о ое аа бое 2.60 ВИ 4.09 с 4.8 5) 
Poland pee и eee. ees 2.92 5.38 5.82 oe 6.03 6.9 
ИАА ооо se ww ew не 15 21.36 22.29 DSS DEN ee 25.10 a 
Soviet Union . . Fe et Rc me Vs 169.7 212.4 221.4 238.0 236.4 257.0 320 
Byelorussian SSR AoA RENO ee — 0.3 0.4 oF srs т = 
Wicrainian SSR) ое 39.5 64.7 67.2 66.9 68.2 a 67 
Pig iron (million tons) 
i 1.61 a 
а Cts oe Gyan see ee 1.06 1.38 57 м 
Czechoslovakia. . . ЕЕ 6.91 7.96 oe aie see 9.00 
German Democratic Republic = 2.28 2.03 23 aH 
А 68s а ee ee ве В. 1.97 2.04 oe 08 
Poland Eee 6.72 7.50 7.82 к 8.14 
ме 2 = $ 
попа ее 3.07 4.38 - 
Soviet Union .. bh cmt Ba Е 78.3 89.3 92.3 96.2 95.9 
ое SR ue a. 42.0 43.1 43.4 43.5 44.8 
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1975 Plan 
1966-1970 1973 1973 1974 р 
Product and country average 1971 1972 Plan actual Plan (Five-year) 


ee 


Crude steel (million tons) 


Вана eee en cae) omen eran 1.34 1.95 2:12 Be 2.25 a 
Geis Se a A ont, СИА о 10.39 12.06 1273 he 13.16 13.90 
German Democratic Republic .... 4.58 5.35 5.67 ae 5.89 a 
ПОПЕ 4 0 op 0G 6 0 0 0 6 DE 2.89 8.11 3:27 ae 3333 
Polandacn ee в. с 10.88 12.74 13.48 ae 14.06 oe 
"МЕ “6 6 5 gale 6 oo © ox 4.91 6.80 7.40 8.0 8.16 8.63 te 
Coyne WRN 55 4 «0 6 oo OO 106.4 120.7 125.6 130.7 131.0 13529 146.0 
Byelorussian SSR ........ 0.2 0.21 0.2 0.2 0.2 Fe га 
Пение 9 оооовосоь 44.0 47.4 49.2 50.9 51.0 52.2 
Finished roll steel (million tons) 
RUE до бобовые 0.95 ILS) 2.02 ae 2.09 oe 
@zechos|ovakiaurmencn tenner 7.31 8.32 8.71 Si 9.17 9.60 
German Democratic Republic ... . 897 955) ЗИ =, Ne 3.55 
ОЯТ 6 Go 566 6 Ooo oo Oe 1.91 2.06 2222 A Е, ae 
Poland ys с 168383 8.72 9.22 a 9.87 10.45 
Romania as о eee! oe 3.44 4.76 5223 ae Be ых Ae 
Sonne ОИ ¢ 4 ao 6 6 5 5 bo 6 73.6 84.1 87-5 91.5 91.4 95.2 103.0 
ywoloaesiain SIS собсно 6 0 x = — — == == = == 
ОЕ ЗА 5 6 s a 5 eo @ oe ЗЫ 33.4 34.1 35.3 35.4 
Mineral fertilizers (thousand tons) © 
Bulgariayey ооо. 394 452 442 a 440 * 
@zechoslovakiaaeem ence ee ne 55 648 678 oe 687 = 
German Democratic Republic . .. . 2984 3 248 3 296 e: me 3 290 
Ноа ee ar 6 405 Spy $55 + Ne eee 
Poland See о. а are 1 227 1 786 1910 ah PITS 2 365 
ROMANIA kets oat Gn aeee eas 635 1 082 1 200 He a a 6 
ИО co ¢ os 5b oo a5 oo 10 371 14 670 15 900 “ae 17 400 ВЕ 21 300 
Byelorussian SSR ........ 5 2 654 2 900 3 200 3 300 в. 
аи SSR ооо 6 oo oo 6 2 040 2 625 2 800 a 3 000 3 200 * 
Sulphuric acid (thousand tons) 
ЕЕ с ооо me cee eee 437 514 514 ae 561 
@zechoslovakiaem о O25 1 162 1176 Ss 1 209 
German Democratic Republic .... 1048 1 076 1 045 ¥ 1 058 
ELUM SAV ae ee eee oes eee оо 058 468 567 ый 648 
Ро ии. ee eee 1417 2.252 2 568 oid 2914 
Копа OG) fo qe bbl Bs AO oR ge tebe Bae ee 781 1 047 1 162 se se 
СИНИЙ oo 2 o a o o 0 5 6 0 10.397 127715 13 685 ef 14 800 
Byelorussian: SS Rasa ee 344 663 ae a и 
ОЛ ЧЕ о с оооовос . 1980 2 674 3 059 3 266 3 339 
Caustic scda (thousand tons) 
IBul оао Ae 42.8 50.1 67.4 ыы 75.8 
@Фиеспозюхака ane ес, в 180 202 212 
German Democratic Republic .... 396 414 420 i ae 
ПИРА GG o oo a ¢ Seer Nae 56.9 73.9 81.8 = 83.0 
АЕ зоо ee ata: и с 11284 319 335 я ЕЙ 
Romania Sets ey vg oe 286 344 380 к 
САИ Що 6 5 2 5 op 6 eb 6% e532 1 866 1 899 2 000 
Byelorussian SS Rose eee = —= = = = Be = 
Ukrainian SSR> 5. 2 4 4 a 181 222 222 ee: 222 
Plastic and resins (thousand tons) 
Восаа bo on Ge a 6 wa oo a - А 61.2 106 123 a 144 
@zechoslovakiada и. 200 270 301 a: 355 
German Democratic Republic .... 306 420 458 | 
Hungary Piet ae oe Anta 2 40.7 82.6 100 ec 112 
Poland о ео ae 164 25 299 6 333 387 
Romania Pig Met oa) ice ee Canes 135 251 274 313 i 416 
Soviet Union see a een ee SOO 1 864 2 042 2 300 2532 


Byelorussian SSR 
Ukrainian SSR 
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ВАО ЕЕ ОИ ————eEeEeEeEeEeE—————————————E—— eee 


Product and country 


1966-1970 
average 


1972 


1973 
Plan 


1973 
actual 


1975 Plan 
(Five-year) 


ee ee ee ee 


Synthetic and artificial fibres (thousand tons) 


Bulgaria 
Czechoslovakia . 


Hungary 
Poland 
Romania 
Soviet Union ers a 
ByelorussianSSR.... 
UkrainianSSR.. . 


Cement (million tons) 


OS OP Ч со 


Bulgaria . 
Czechoslovakia . : 
German Democratic Republic : 
Hungary 
Poland 
Romania 
Soviet Union 
Byelorussian SSR 
Ukrainian SSR 


Paper (thousand tons) 


Bulgaria. . 

и. it 

German Democratic Republic 

Hungary 

Poland 

Romania 

Soviet Union ? 
Byelorussian SSR 
Ukrainian SSR 


Metal cutting machine tools (thousands) 


Bulgaria . iif 
Czechoslovakia . : 
German Democratic Republic 
Hungary 
Poland 
Romania 
Soviet Union 
Byelorussian SSR_ 
Ukrainian SSR 


Tractors (thousands) 


Bulgaria . р 
Czechoslovakia . 
German Democratic Republic 
Hungary 
Poland 
Romania 
Soviet Union 
Byelorussian SSR 
Ukrainian SSR 


Electric and diesel locomotives (units) 


Bulgaria . 
Czechoslovakia . < 
German Democratic нЕ 
Hungary 
Poland 
Romania 
Soviet Union 
Byelorussian SSR 
Ukrainian SSR 


ео = 


German Democratic Republic... . 


40.6 


117.3 


130 
108.7 


194.5 
165.6 


бы 
10.4 
17.4 
12.0 
114.9 


21.4* 


659 
5 023 


53.5 
43.5 


322 


1065. 


125.0 


5 560 


240 
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Output of selected industrial products in eastern Europe and the Soviet Union (continued) 


EEE SE ие 


= 1973 1973 1974 1975 Plan 
Product and country а 1971 1972 Plan actual Plan (Five-year) 
A ee РЕЕВЕНЕЕ 
Railway freight wagons (thousands) 
Ва ое чес 1.80 2.02 1.88 
(CHEANEAIO AGE 4 4 6 5 a uo en Ga 4.32 4.69 2.22 
German Democratic Republic ... . 4.80 5.37 4.43 ne с 
НИЕ а оо ао а С 0.44 0.33 0.69 ic 0.90 
Ove tale qe ce OR oe ana Bs comet 14.26 1637 16.88 т 16.47 
ДЕТЕЙ о . . 2 8. 3 % ae 9.10 12339) Hen ae ne 
Soviet Union ee. s - 4 - - eae 48.12 63.67 68.9 oe 71.8 
Byelorussian SSR See =e oe re ae 
ааа Зо he Be oe ; 22.9 835 SP 44.0 39.1 
Motor lorries (thousands) 
ГЕ, o 9 6 ото лее ое 3.3 3.3 ве 2 
(СОЧ, 9 5 4 5 a aoa Bee Dig 251 25.6 a 28.4 
German Democratic Republic ... . DRG 25.5 26.8 ne 
EMINGAIV = о ey a : 3.6 3.6 4.0 ee ae 
РО ое eee ee 36.0 46.3 50.3 ae 56.9 к. 
Вора м ее м. 25.8 85. 36.1 36.2 34.9 33.0 
ОИ ИО 5 5 оао о Gace 470.4 564.3 596.8 54 629.0 ye 
ByeclorussianiS SR. 2) cee | = 27.3 30.9 31.9 32.5 32.8 33-6 
Wiktamian SSR = 4.) 46 - Oe 25 30.8 32.4. $8 34.3 nas 
Passenger motor-cars (thousands) 
И, с eee о о Ва 5.14 8.1 8.2 a 10.6 i: 
@zechoslovakiata а et 121.0 149.0 154.5 a 164.4 168.0 
German Democratic Republic... . 116.0 134.3 139.6 2s 147.0 ae 
ТРОН рр особа аа — — — —- — = = 
Poland ieee ae ere seo ert 40.8 85.1 89.9 a 113.0 142.5 
Вован и № 12.1 29.6 38.5 47.2 47.2 2 5 
SovieiMUmion еее т 279.9 529.0 730.1 = 917.0 т 1260 
Byelonussiam SSR 5 2] 2. 2: . ee Ls ae о eS а a 
WikrcaimianeS Sie sss о о бы 72.0 91.5 96.4 Ai 106.6 
Television sets (thousands) 
Вата tas ya a въ ee 148 158 102 me 73.8 
Сиеспоз ата mee eee ee ne 300 352 268 = 381 
German Democratic Republic .... 435 445 544 = 454 
И Ve. Uy iad. cy ne Ро B32) ЗИ 350 oe 353 
ЕЙ Зо ош Sree 537 631 730 Me 796 = 
ЕЕ 5 of po обе ИЕ 182 300 324 395 397 450 
Senter О, Ms в р оон 5 678 5 814 5 980 hs 6 300 
EMAC ISR. 95 4 a 5 6 6 6 6 457.8 525 375 a 454.1 
Wisaintan SS Ronee ee eee 20 1 903 2 143 2 100 
Radio sets (thousands) 
Е о aaa cle yo eee 155 148 141 a, 71 
@zechoslovalcia =e een ene 313 385 249 ane 226 
German Democratic Republic .... 844 961 1 061 
Hungary Re Wey es ee ete a 238 215 193 <n 199 
Poland a eae. aa re 780 892 982 5 1 149 зе 
Romania eee ae ee 393 484 527 600 623 670 
soviet Union о 6863 8 794 8 842 oie 8 600 
Byelorussian SSR ........ 480 518 425 ae 339 
Wikraintan SSR 2 6) a. ee 689 719 619 A 665 
Domestic refrigerators (thousands) 
а ce ee ee we 90 140 151 x 
Czechoslovakiaimea enue. Ghee 286 314 327 = 278 | 
German Democratic Republic .... 377 411 442 ans 469 483 | 
О oper os eee oe 168 278 331 oe 371 | 
Poland Pane В ees 381 493 27 os 601 
Romania И, 145 192 196 305 222 
Soviet Union ме SORES O 4557 5 030 - 5 400 
Byelorussian SSR........ - 137 PHL) 416 | 488 520 | 
Ukrainian $58. ......... 425 500 544 ый 584 — 
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eee ee ny, Oe eee 


и 


Product and country eee: 1971 1972 Plan nae Plan Diego 
oe emer ines Seen eet Se es oT OS ee es ee АН 
Domestic washing machines (thousands) 

Bulgaria. . DOM em outs yee livin, 134 57 32 oa 45 
Gzechoslovalidraae a oe ees 244 309 273 и 208 mts 
German Democratic Republic . .. . 292 280 295 An 316 340 
Hungary фе Ga. аа 155 162 139 м 137 
Poland oe UR Sere ea ee. ee 442 332 489 ыы эт 
Е о о о ое aes 117 131 141.5 р ее 
ОНО Бо вова соо EERE 4052 3 001 ха 3 000 
Byelorussian ов a = ны nies == = м. 
Wikyainianios Ro eee eens momen (404 351 183 oe 234 
Vacuum cleaners (thousands) 
Ее о о Sle nu eke — — —- = = = на 
Czechoslovakia. ... а 194 218 250 
German Democratic Republic oe ae АА 527 475 a a 
Ein garyiee., И а os 70.7 85.3 87.1 5 80.7 
Ро а.о 90 439 496 os 513 
BOOMING се 66.2 83.2 at чо a 
Soviet Union . . Sa ee naan РГО 1718 2 168 we 2 700 fe Rr 
Byelorussian SSR eS, Mess os — = = == = == sac 
а о све 226 366 472 na 637 
Cotton fabrics (million m?) 
BU] Paria een wee ee ures 0 287 289 a 296 
Czechoslovakia® ... . Se nes 487 524 537 ae 547 
German Democratic вые ое 3126 453 451 ie 458 
JSUT” oS Ak) oe) оо а ое 325 306 312 os 346 si 
Bo laidc ке са 845 904 901 за 868 873 
Кое ое с 384 482 531 vs Rs 
о О с со ©0019 6 397 6 421 is 6 577 
Byelorussian SSR ........- 55 102 111 oe 115 
WikcainiamesSRaee ess ee a) 223 246 250 oe 279 
Woollen fabrics (million m?) 
Bulgaria. . . Re ори ОЕ 33.5 39.2 38.4 г 40.1 
Ciecuosiovakin ® CRS te Re te 46.3 о 59.8 Fie 55.9 
German Democratic Republic Saar 123 118 108 a aC 
А с Gees pee o ge) clo apes 38.5 40.7 38.3 т 38st a 
Boland Greer ee cs Sea ee 94.8 98.6 100.2 bs 107.2 117.3 
О Иа Gen ов iee Зее 54.8 70 74 sc a ae 
Soy Ио AeA ps Ao eee on в 581 675 681 ee 703 
Byelorussian SSR ........ 32.2 36.0 36.9 os 38.2 
кала SSR). ен 47.7 69.7 70.1 Sie 72.4 
Footwear (million pairs) 
Ва Ge gee о co en 8 sic mO oc 14.1 16.1 16.6 5 729 
Czechoslovakia. . . PRs. ese 94.8 106.6 109.9 oe 99.0 
German Democratic Republic eet ee 67.9 76.9 eS т 84.4 
Е рагу по а еж 9 37.8 97.2 aa 41.2 on 
я ae oe 95.0 108.5 118.6 sxe 119.8 130.7 
Romania Lo dvips tie Peal eee 58.4 75 79 87.1 85 95.5 
Soviet ее 599.0 679.2 646.9 as 667 me 
Byelorussian SSR... +++: > 34.0 38.9 39.3 ae 40.4 
Wiksenieun SSR 2g Gm oo 6 12302 153.4 149.9 AC 154 
Meat (thousand tons) 
Bulgaria . И eee. eo oU, 277 298 323 
Czechoslovakia. . . sai tea ex 643 773 821 
German Democratic Republic ae a 1 te 1 oy 1 266 
Oe ee 62 52 
Е А ee Meme 2005 é 
Romar ee PES 418 489 655.2 583 713 
Soviet Union wen ae See OMS 8 191 8 723 = 8 300 eer 
Byelorussian SSR... 7 eee 353 465 467 486 520 


а и. 1800 1955 1900 1950” 
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Output of selected industrial products in eastern Europe and the Soviet Union (concluded) 


1973 1973 1974 1975 Plan 
Product and country se 1971 1972 Plan actual Plan (Five-year) 
Butter (thousand tons) 
ЕЕ о armen mae Me te 13:7 14.2 14.4 и 14.5 
Gzechosiovakia о ее 85.4 91.8 101.5 iy 113.6 
German Democratic Republic 213 225 249 ae 250 
ПИПИЯ В" соо @ 6 0 9 O Gayo bens PA Ih ied) 18.1 ae 223 
Ро ane dere: Aelaiea: ta 121 127.6 161.6 ae 181.5 
ROMA Awe ee See ceo кю 28.0 29.5 ORS) ae 5 
Sawer ОЙ озовооечаос 1013 1022 1081 as 1 200 
Byelorussian SSR .....-:- 59.8 64.6 Wie} 81.9 
Ulemimnem SSR 5 6 56 5 fo 6 бе 25:3 265.9 280.7 329 
Sugar (thousand tons) 
BUH о o 6 Oo 6 oO HH OO 6 345 356 283 
Gzechoslovalsiaememein meetin tare 918 828 816 
German Democratic Republic .... 57 589 662 a: ae 
ИЕ 5 6 06 6 00 0 6 0 6b ot 393 241 298 ae 301 
Рос ее. 1 562 1 585 1 660 ge 1 641 = 
ТЕНИ 5 5 5 @ a и АВ 415 484 520 635 628 595 
ЗОНЕ ОЙ овоосообоба 10 203 9 025 8 903 5$ 10700 . Re 
Byelorussian SSR ....... . 155 201 192 ых 320 is 
(Wikramianes S Rogen nme 5 903 5 479.1 5 579.4 ae 6 200 6 690 * 
Vegetable oils (thousand tons) 
ПЕ о g be Oo bo Oe вв 136 145 145 76 172 
(СКО съ ооововаос 124.8 136.2 138.6 2 
German Democratic Republic .... 223 PIII 223 
SUERTE? 5 56 6 © eo 6 6 Ob OO OO 43.5 60.4 80.1 
Е о ое fen ee ore 186 224 224 fe ay Be 
VOM Alia ee се. 259 308 315 320 328 B27 
боже ее 2932 2923 2842 ae 2 700 - 
ВОИ Е SS 6 6 6 6 oo a & 22.8 17.9 PP? At ve 
ба ИИА SIR 5 5 6 5 6 6 5 bo 997 956 992 se 871 125 * 
Fish catch (thousand tons) 
Вырана вое 55.8 97.1 103.2 © 97.6 
Gzechoslovakiaema annette в. Xs aS 5 oe 
German Democratic Republic .... 284 318 Sil 
lalstoyciniie ners еее: an ae a are Ke 
Poland wma ee tents sae come ee 372. 488 523 ne 557 
Кора sees oe ee cane & ars i de 
Soni ЧО 4 S 6 o @ 6 oo oo 6 855 7 845 8 210 
ВО SSR 5 5 6 o a 6 oc 7.4 9.3 10.1 53 5 
olsen SRE 5 5 oo bo Oe 699 858.3 914.4 a 914.4 
Sources ; national yearbooks, plans and plan-fulfilment reports. c All mineral fertilizers in terms of pure content. 
@ Hard coal, brown coal and lignite. d Four-year average. 


Ь Including liquefied petroleum gases. е Million metres. 


RECENT ECE PUBLICATIONS 


Recent publications b 
the trade reviews contained in the Economic Bulletin for Europe, have included: 


Analytical Report on the State of intra-European Trade 
Sales No. E.70.II.E./Mim.21 Price: $(U.S.)1.60 


Multi-level planning and decision-making 


Sales No. Е.70.П.Е.2. Price: $(U.S.)3.00 


Structural trends and prospects in the European economy 
Economic Survey of Europe т 1969, Part I 


Sales No. Е.70.П.Е.1 Price: $(U.S.)2.50 


Long-term planning 


Sales No. Е.71.П.Е.3 Price: $(U.S.)4.00 


Note on the projection of the matrices of international trade 
Economic Bulletin for Europe, 1971, volume 22, No. 1 
Sales No. Е.71.П.Е.2 Price: $(U.S.)3.00 


Investment in human resources and manpower planning 
Sales No. E.71.1L.E.11 Price: $(U.S.)3.00 


Comparative analysis of economic structures by means of input-output tables 
Economic Bulletin for Europe, 1971, volume 23, No. 1 
Sales No. E.72.0.E.2 Price: $(U.S.)2.50 


Some aspects of manufacturing development in southern Europe: 
production, trade and transfer of technology 


Economic Bulletin for Europe, 1971, volume 23, No. 2 
Sales No. Е.72.П.Е.7 Price: $(U.S.)2.50 


The ECE Region in Figures 


Sales No. Е.72.П.Е/Мип.5 Price: $(0.5.)4.00 


The European economy from the 1950s to the 1970s 
Economic Survey of Europe in 1971, Part I 


Sales’ No. E.72.1LE:1 Price: $(U.S.)3.50 


Long-term aspects of plans and programmes 


Sales No. E.73.0.E.2 Price: $(U.S.)2.50 


Recent changes in the organization of foreign trade 

in the centrally planned economies 

Economic Bulletin for Europe, 1973, volume 24, No. 1 

Sales No. Е.73.П.Е.4 Price: $(U.S.)1.50 


Trade network projections and international consistency tests 
Economic Bulletin for Europe, 1973, volume 24, No. 2) 
Sales No. E.73.II.E.6 Price: $(U.S.)2.00 


Distribution policies in Jong-term development planning 
Sales Мо. Е.73.П.Е.16 Price: $(U.S.)4.00 


The ECE secretariat also publishes regularly: 


Statistical indicators of short-term economic changes in ECE countries (monthly). 


$16.00, monthly issues $1.50. 


y the ECE secretariat, in addition to the annual Economic Survey of Europe and 
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HOW TO OBTAIN UNITED NATIONS PUBLICATIONS 


United Nations publications may be obtained from bookstores and distributors a 
throughout the world. Consult your bookstore or write to: United Nations, Sales ; 24 
Section, New York or Geneva. : 1 ‚> ай 


COMMENT SE PROCURER LES PUBLICATIONS DES NATIONS UNIES 


Les publications des Nations Unies sont en vente dans les librairies et les agences 
dépositaires du monde entier. Informez-vous auprés de votre libraire ou adressez-vous р 
a: Nations Unies, Section des ventes, New York ou Genéve. ее 


КАК ПОЛУЧИТЬ ИЗДАНИЯ ОРГАНИЗАЦИИ ОБЪЕДИНЕННЫХ НАЦИИ 


Издания Организации Объединенных Наций можно купить в книжных мага- 
зинах и агентствах во всех районах мира. Наводите справки об изданиях в 
валием книжном магазине или пишите по адресу: Организация Объединенных 
Наций, Секция по продаже изданий, Нью-Иорк или Женева. 


COMO CONSEGUIR PUBLICACIONES DE LAS NACIONES UNIDAS 


Las publicaciones de las Naciones Unidas estan en venta en librerias y casas distri- - 
buidoras en todas partes del mundo. Consulte а su librero о dirijase a: Мас1опез . ` 
Unidas, Seccién de Ventas, Nueva York о Ginebra. SS 
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